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How To Cut Corners on Costs 


One of the most important tasks facing industry today 
is that of reducing costs. It has been decided, therefore, 
to devote the regular survey of business practices for the 
next three months to this one problem alone. Methods of 
reducing factory, overhead and administrative, and distri- 
bution costs are being studied in detail. On page 314 of 
this issue, a brief summary of the findings on factory cost 
reduction is presented. (The customary section of quota- 
tions from replies of cooperating executives has been omit- 
ted.) Upon completion of each phase of the survey, a spe- 
cial report will be published by the Division of Business 
Practices. These reports will, of course, be mailed to all 
Associates and cooperating executives. 


The British Story 


Production is humming in Great Britain. Employment 
is full, prices are stable, and output is way and ahead of 
what it was before the war. On the basis of these facts, it 
would seem that the country should be sitting pretty. Yet 
we know by the headlines that this is not the case. The 
reason: the British still are importing more goods than they 
have the money or the exports with which to pay. 

In a way, there is nothing new in this situation. Since 
before the start of the century, the United Kingdom has 
not been able to pay for its merchandise imports with re- 
ceipts from merchandise exports, shipping, insurance and 
travel. And this, of course, is true today. Before World 
War I, however, she was usually able to more than make 
up the import difference with the income received by her 
nationals from a huge total of investments abroad. After 
that war, her position in world trade receded, and it became 
more difficult to make this investment income cover the 
difference. To finance the second war, more than $4 bil- 
lion of foreign investments was liquidated. What to do? 
Eat less, consume fewer goods, export more, import less. 
So the austerity program. 

How successful has it been? On paper it has worked 
very well, with receipts about equaling import outlays. But 
the trouble is that too large a share of her exports goes to 
countries which have to pay for them in sterling and too 
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many of her imports come from the United States and other 
dollar countries. So the dollar deficit. ERP covered it 
pretty well until the second quarter of 1949 when exports 
of the sterling area to dollar countries fell off sharply. To 
meet her commitments, Britain drew on her gold and dollar 
reserves, which shrank to $1.6 billion. (About $2 billion is 
the desired level.) If these reserves should run out and 
no other financing turns up, the British would simply have to 
go without many things. To keep this from happening, 
she had asked for $940 million of Marshall Plan aid for 1949- 
1950. Although she knows she cannot get that much, she 
now says she will need $1,518 million to keep from going 
under. 

Part I of an analysis of the British situation begins on 


page 316. a at 


More on Britain 


We might say we planned it. But it is really only a 
coincidence that the third of a series on wage controls in 
wartime, this one on Great Britain, appears in the same 
issue with the first of a new series on “Crisis in Britain.” 
Countries previously covered include Germany and Canada. 
In each of the three instances, the methods of control have 
differed widely. In England, there was no wage freeze as 
such. Collective bargaining tended to prevail and wage 
demands were kept in line by a fairly rigid control of goods 
and services. As a consequence, average weekly earnings 
of manual workers rose about 80% during the war period. 
This compares with roughly 86% in our country, 52% in 
Canada, and 19% in Germany (page 338.) 

eee 


Also in This Issue... . 


There has always been dispute as to the size of unem- 
ployment. More precise and uniform definitions might 
bring us closer to consensus on this important matter (page 
810). . . . Most of the lamb is eaten, it seems, by white 
collar workers dwelling on the East and West coasts. While 
the lamb is not expected to disappear entirely, he has a 
vanishing aspect (page 334)... . Why workers covered by 
Railroad Retirement Insurance pay higher contributions 
than persons paying into the Old Age and Survivors’ In- 
surance Trust Fund is discussed on page 326. 
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The Size of Unemployment 


NEMPLOYMENT had in July, 1949, reached 

a total of more than four million persons, as 
measured by the United States Bureau of the Census. 
The durable manufacturing industries have in the 
last year been hardest hit. Geographically, New Eng- 
land has felt the brunt. 

In July, 1949, the Bureau of the Census listed an 
estimated 4,095,000 unemployed in the United States. 
This is 1.9 million more than a year ago and roughly 
3.5 million more than the low period of wartime un- 
employment reached during the last quarter of 1944. 
Postwar unemployment did not rise to significant 
heights until the turn of this year when in February, 
1949, the total unemployed went over the three-mil- 
lion mark for the first time since early 1942. 

Unemployment had, in the period 1945 through 
1948, remained at a level which might be considered 
frictional, the unemployed averaging 1.0 million in 
1945; 2.3 million in 1946; 2.1 million in 1947 and 1948. 
That is, most of these were unemployed because of 
temporary production breakdowns and seasonal fluc- 
tuations in production, or were between jobs. How- 
ever, employment was generally increasing during 
this period. 


THE RECENT PICTURE 


The recent rise in unemployment to a total of 
4.1 million in July has been primarily at the expense 
of manufacturing, with durable goods industries most 
affected. Bureau of Labor Statistics figures! on em- 
ployment in manufacturing fell over 800,000, or 5%, 
from January to June; durable goods, during this 
period, lost 575,000 employees, or 7.2%. Government 
employment has increased the most of all categories 
over the past year, while contract construction and 
services have buoyed up the employment figures in 
the first half of 1949. 

Geographically, the impact of unemployment has 
been felt hardest in the New England States. On 
the basis of those covered by state unemployment 
compensation laws, Rhode Island led the nation 
with over 15% of those covered filing claims for 


1The Bureau of Labor Statistics series measures nonagricultural 
employment, with breakdowns by industry and states. To be in- 
cluded in the employed totals, a worker must work for pay or be on 
a paid vacation. Omitted from the totals are domestic help, people 
working for themselves, and family workers who do not receive pay. 
This series may, however, double-count some persons who appear on 
two pay rolls. The Bureau of the Census series of nonagricultural 
employment, for these reasons, includes a larger number of persons 
than does the Bureau of Labor Statistics series. The movements of 
the series, however, usually correspond fairly accurately. 


benefits.1 New Hampshire, Maine and Massachusetts 
followed closely. (See Table 2.) 

To understand fully the significance of what has 
occurred in the labor force during the past half 
year, the phenomenon must be examined against the 
background of the forces acting upon the labor force; 
namely, the long-term trend of entrance into the la- 
bor market, and the effect of seasonal changes. 


GROWTH OF THE LABOR FORCE 


In the half century from 1890 to 1940, the labor 
force grew approximately 140%. However, this era 
of rapidly expanding labor supply was drawing to a 
close just previous to the war. 

It was upon the basis of the long-term trends that 
the “normal” labor force estimates were derived. The 
normal labor force is an estimate of the size of the 
labor force which would have been expected if the 
trends in labor force participation previous to 1940 
had continued through the 1940’s and there had been 
no war. The wartime accretions to the labor force 
swelled the working population well above these pro- 
jections. Between April, 1940, and April, 1945, the 
labor force grew from about 53 million to about 64 
million, or at about three and a half times the rate 
of growth in the past half century. This expansion 
was partly caused by the induction of some 12 mil- 
lion draft-age men into the armed forces and their 
replacement in the civilian labor force by school-age 
children, women, and over-draft-age men. 

A major portion of the additional entrance into 
the labor force during the expansion of the labor 
force in the early stages of the war came from the 
population under twenty years of age. As the labor 
market began to tighten in 1941 and 1942 the pro- 
portion of youths fourteen to nineteen in the labor 


1These data are based upon reports to the Bureau of Employment 
Security from state employment security agencies. The data, 
therefore, cover only unemployment represented by continued claims 
filed under state unemployment insurance programs. Interstate 
comparisons should be made with care since tests for eligibility and 
the importance of covered employment vary from state to state. 
The definitions of unemployment under these programs differ widely 
from those of the Bureau of the Census and may include a number of 
persons not listed as unemployed by the Bureau of the Census. 
Among these are (1) persons with jobs but temporarily not workin 
because of labor dispute, bad weather, or temporary layoff; (2 
persons employed aly part of the week, or receiving substantially 
less than their usual earnings because of reduced hours; (8) persons 
unemployed at their regualr job during the entire week but who picked 
up a few hours of casual work. It appears also that some workers 
who were registered at public employment offices as available for 
employment and who did not take any other active steps to find a 
job may be reported in the Census survey as not looking for work. 
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force increased sharply, contrary to secular trends. 
The number of teen-age youths in the labor forca 
at the wartime peak about April, 1945, was approxi- 
mately double what might have been expected under 
peacetime conditions, assuming continuation of pre- 
war trends. Another important source of additional 
labor supply was the adult female population in the 
age group thirty-five to fifty-four years. 

Immediately following the war much of this in- 
crease in the labor force disappeared. Between April, 
1945, and April, 1946, there was a decrease of about 
six million in the total labor force (including armed 
forces), according to estimates of the Bureau of the 
Census. The percentage of teen-age boys and girls 
decreased sharply. The percentage of boys and girls 
fourteen to nineteen years of age declined by about 
one fourth, men and women twenty to twenty-four 
about one sixth, and women twenty-five to thirty- 
five more than one sixth. 

At this time, the trend of secular growth over- 
came the decline in the labor force caused by shrink- 
ing of the abnormal wartime increases, and the labor 
force renewed its normal secular growth. In April, 
1949, the actual labor force was still almost two mil- 
lion persons larger than “normal.” (See Table 3.) 


The recent rise in unemployment started in No- 
vember, 1948. Manufacturing employment began 
falling after reaching an all-time peak in September. 
Unemployment increased rapidly after the turn of the 
year, going over the three-million mark in February 
and continuing upward. 

Absolute totals of unemployment are not of them- 
selves a significant measure of the health of the econ- 
omy. These figures must be related to the size of the 
labor force. Four million unemployed is of consider- 
ably greater weight when related to a labor force of 
54 million than to a labor force of 64 million. In 
July, 1949, with a total unemployed of 4,095,000, 
the unemployed as a percentage of the total labor 
force reached 6.3%, as compared with an average 
of 14.5% in 1940 and 9.7% in 1941. It was not until 
early 1942 that the percentage of unemployed fell be- 
low the present level of 6.3% of the labor force. 


SEASONAL FACTORS 


Between January and July, 1949, the civilian labor 
force increased 3.7 million. Employment during this 
period increased 2.3 million and the unemployed 
group increased 1.4 million. This growth of 3.7 mil- 
lion in the labor force was the result not only of the 


EMPLOYMENT AND THE LABOR FORCE, 1940-1949 


Source: Bureau of the Census 
In Thousands 
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Includes allowance for January and February. 


Employed 


Labor Force In es PEER 
Total Nonagricultural | In Agriculture 
Industries 
55,640 47,520 37,980 9,540 8,120 
55,910 50,350 41,250 9,100 5,560 
56,410 53,750 44,500 9,250 2,660 
55,540 54,470 45,390 9,080 1,070 
54,630 53,960 45,010 8,950 670 
53,860 52,820 44,240 8,580 1,040 
57,520 55,250 46,930 8,320 2,270 
60,168 58,027 49,761 8,266 2,142 
61,442 59,378 51,405 7,973 2,064 
61,616 58,297 50,114 8,184 3,319 
59,214 57,149 50,089 7,060 2,065 
59,778 57,139 50,368 6,771 2,639 
59,769 57,329 50,482 6,847 2,440 
60,524 58,330 50,883 7,448 2,193 
60,422 58,660 50,800 7,861 1,761 
63,479 61,296 51,899 9,396 2,184 
63,842 61,615 52,4524 9,163a 2,297 
63,186 61,245 52,801 8,444 1,941 
62,212 60,312 51,590a 8,723a 1,899 
61,775 60,134 51,506 8,627 1,642 
61,724 59,893 51,932a 7,961a 1,831 
61,375 59,434 52,059 7,375 1,941 
60,078 57,414 50,651 6,763 2,664 
60,388 57,168 50,174 6,993 3,221 
60,814 57,647 50,254 7,393 3,167 
60,835 57,819 49,999 7,820 3,016 
61,983 58,694 49,720 8,974 3,289 
63,398 59,619 49,924 9,696 3,778 
63,815 59,720 50,073a 9,647a 4,095 


aSurvey week contained legal holiday. 
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normal accretions to the labor force through growth 
in the population but, also and primarily, of a tem- 
porary seasonal movement of large numbers of per- 
sons into the labor force. The labor force tends to 
have a pronounced seasonal variation ranging from 
a low in midwinter to a high in midsummer. The labor 
force expands sharply each spring between May and 
July when hundreds of thousands of students are 
seeking jobs, and drops equally abruptly between 
August and October when the students leave the 


Table 2: State Insured Unemployment as 
Percentage of Total Covered Employment, 
by State 
Source: Federal Security Agency 
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labor market. Another seasonal element of great 
importance is the agricultural industry, which in- 
volves heavy demands for labor during the spring 
and summer and helps to deepen the seasonal drop in 
winter. Month-to-month changes in the labor force, 
especially during the summer, must therefore be 
viewed with these facts in mind. 

Employment in agriculture in the period January 
to July, 1949, increased 2.9 million. The number of 
persons employed in nonagricultural industries, how- 
ever, declined 600,000 during the same period. 

In the six months’ period January to July, 1949, 
the number of persons fourteen through nineteen 
years of age in the labor force increased two million, 
or 47%. Unemployment among this group increased 
446,000, or over 100%. In January, 1949, this group 
made up 16.6% of the total unemployed. In July, 
1949, this percentage had grown to almost 22%. 
The age group twenty to twenty-four also has felt sig- 
nificant increases in unemployment. (See Table 5.) 

It seems evident that a significant portion of the 
current unemployment is due to the failure of the 


Table 3: Actual and Normal Labor Force! 
Bureau of the Census 
In Thousands 


Source: 


“Normal” 
Labor Force 


Actual Total |Excess of Actual 
Labor Force? | Over “Normal” 


March: 
US ee Se AC sc 54,740 B4, 740 be eae 
LOGIE. Cet cis ec ee 55,452 56,240 788 
TORIES, saree deme «5 56,168 58,740 2,572 
MOAB 4. Rhesus, olaxsiecavarnveteuape 56,932 63,160 6,228 
LQAAG ede sasin oss tetera 57,572 65,150 7,578 
IDASi cee rote 58,193 8,057 
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LOSS fe tose 7 oss 59,854 1,906 
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1‘Normal” labor force adjusted to be roughly comparable with current labor- 
= < aime oet includes persons fourteen years and over. 
pri 


Table 4: Wage and Salary Workers in 
Nonagricultural Industries 
Source: Bureau of Labor Statistics 


In Thousands 


Industry 


All manufacturing...... - 
Durables. . cacponck eee 
Nondurable. . 

Mining. . 

Contract construction. 

Transportation and 
public utilities........ 


pPreliminary. 
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economy to absorb the large crop of both temporary 
and permanent young labor force entrants of the 
spring and early summer. The rise in unemployment 
rates of the twenty to twenty-four age group is at- 
tributable, in part, to the entrance into the labor 
force of veterans and others from colleges and uni- 
versities. 


WHO ARE THE UNEMPLOYED? 


So much for the figures as officially compiled. 

The claim is made in some sectors that the Census 
unemployment figures sharply underestimate the ac- 
tual unemployment total. The Census figures for 
June, 1949, estimate a total of 3,800,000 persons with- 
out work. The United Electrical Workers, for the 
same month, claim 600,000 more must be added to 
this total to arrive at the actual unemployment level. 
What are the facts? 

Unemployment estimates for the nation as a whole 
are collected by the Bureau of the Census, which 
measures employment and unemployment by inter- 
viewing each month a scientifically selected sample of 
25,000 households in sixty-eight sample areas located 
in various parts of the country. These figures apply 
only to persons fourteen years of age and over. 

Persons are considered employed by the Bureau 
of the Census if during the survey week they fall 
into one of the following categories. 


1. Those at work: those who did any work for 
pay or profit or those who worked without pay for 
fifteen hours or more on a family farm or business. 


2. Those with a job but not at work: those who 
did not work and were not looking for work, but had 
a job or position from which they were temporarily 
absent because of vacation, illness, industrial dispute, 
bad weather or layoff with definite instructions to 
return to work within thirty days of layoff. Also in- 
cluded are persons who had new jobs to which they 
were scheduled to report within thirty days. 

Those considered unemployed include the follow- 
ing: 

1. Those who did no work at all during the survey 
week and were looking for work. 


Table 5: Unemployment by Age Group 


Source: Bureau of the Census 


Total 


Increase P t: 

July, 1949 |January, 1949 = ercentage 

Age Group July, 1940 pekiesil 

July, 1949 

Thousands 

14-19 years........ 100.9 
20-24 years........ 78.5 
25-84 years........ 47.4 
85-44 years........ 43.8 
45-54 years........ 14.2 
55-64 years........ 40.0 
65 years and over... 23.7 


2. Persons who would have been working except 
that they were temporarily ill, they expected to re- 
turn to a job from which they had been laid off for 
an indefinite period, or they believed that no work 
was available in their line or in the community. 

The labor force statistics, like other data obtained 
from sample house-to-house enumerations, are com- 
paratively rough measures, subject to error because 
of factors such as enumerators’ mistakes, insufficient 
or inaccurate information and the practical impossi- 
bility of making an absolutely complete enumeration, 
“Furthermore, the definitions necessarily lack the pre- 
cision which would theoretically be desirable; it would 
be impracticable in a Census-type survey to get the 
detailed information that would be necessary for 
entirely satisfactory classifications. For example, the 
device of counting as labor force members those per- 
sons who report that they are ‘looking for work’ 
obviously gives only a rough approximate measure of 
the unemployed segment of the labor supply, for no 
reference is made to the types of employment for 
which these persons are looking, to the wages which 
they expect, or to their qualifications.”* 


Where the Facts Fall Short 


There is an important need for additional informa- 
tion to differentiate the workers who are afforded an 
inadequate amount of work. These partially em- 
ployed must be considered as being inadequately 
employed.” 

Some indication of the present size of this group 
as compared with recent years may be had from a 
series of Census Bureau special surveys on full-time 
and part-time workers. A survey conducted in May, 
1949, indicated that, at that time, approximately 1.5 
million persons were working part time because of 
slack work, material shortages, job turnover, and 
similar economic factors on jobs that ordinarily pro- 
vided full-time work. An additional 900,000 persons 
who had jobs which provided only part-time work 
wanted, and could have accepted, full-time employ- 
ment. During March, 1948, and September, 1947, 
when previous surveys were made, approximately 
500,000 persons worked part time and preferred and 
could have accepted full-time work, while about 
700,000 of those with full-time jobs worked only part 
time for the above mentioned reasons. 

Thus, in May, 1949, approximately 2.4 million work- 
ers, or 4.0% of the civilian labor force, could be 
called “underemployed” from the point of view of 
working less than full time as compared with 1.2 
million, or 2.0%, in March, 1948. 

Historical comparisons of labor force estimates are 

1J. D. Durand, ‘The Labor Force in the United States, 1890-1960,” 
Social Science Research Council, 1948, pp. 12-13. 


2See “Labor Force Definition and Measurement,” Bulletin 56, 
Social Science Research Council, 1947. 
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difficult because of the extensive expansion and re- 
vision of the series in the past few years. Very little 
comparable data are available previous to 1940 when 
monthly estimates were initiated. It is impossible, 
therefore, to estimate the extent of “underemploy- 


ment” in previous years, except that it seems reason- 
able to assume an extensive amount was prevalent in 
the depressed period of the early 1930’s. 
JosppH S, ZEISEL 
Division of Business Economics 


Reducing Factory Costs 


PEND money to make money” characterizes the 

attitude of business as to present cost-reduction 
programs. This month’s survey of business prac- 
tices on ways and means of reducing factory costs 
reveals that increased expenditures on modern- 
ization and expansion of plant and equipment, addi- 
tions to staff in order to intensify engineering and 
research efforts, as well as many other money “out- 
lay” programs, are all viewed as being cost-reduction 
efforts. 

Most companies cooperating in the survey consider 
the problem of reducing their costs from two points 
of view, which are complementary. An immediate 
“housekeeping” effort is being made by these com- 
panies to eliminate waste and duplicate effort, weed 
out inefficiencies, intensify effort and increase pro- 
ductivity, and take out the frills engendered by the 
war boom years. As one executive remarks: “Shortly 
after the war, it was recognized that a major cost- 
reduction job would have to be done as we were re- 
shaping our facilities and organization to conform to 
the peacetime pattern of producion. We were sad- 
dled with practices which had been built up during 
the war and which could no longer be tolerated as 
highly competitive conditions returned.” 

These companies are at the same time engaged in a 
long-range program which, though presently calling 
for higher expenditures, anticipates greater savings 
through improved techniques, facilities expansion, 
and new equipment. These expenditures, it is con- 
sidered, will increasingly point the way to profits in 
the months and years ahead. In evaluating the re- 
sults of its cost-reduction program, a Canadian firm 
reports that during the past year it has been able 
to reduce total man-hour requirements by approxi- 
mately 20% and to reduce costs of fuels and raw ma- 
terials by substantial amounts. 

The following programs are presently receiving 
the greatest emphasis. 


PLANT FACILITIES 


While most companies are reluctant to initiate ex- 
pansion programs, many companies are stressing im- 
provements which will permit maximum utilization 


of present equipment and plant facilities. As one 
executive puts it: “We have conducted an extensive 
reequipment and plant rearrangement program in 
all our manufacturing facilities since the war. This 
program has basically consisted of the utilization of 
all types of single purpose equipment and mechaniza- 
tion of all operations where this is profitable for re- 
ducing labor hours. This program has been followed 
in all direct and indirect labor operations.” 

However, there is an important group of concerns 
that feels that now is the time for “relocation of cer- 
tain operations nearer to consumer markets, sources 
of raw materials and favorable labor supplies.” . 


BETTER LABOR RELATIONS 


A genuine effort to improve labor-management 
relationships, with its attendant increased produc- 
tivity, is apparent. An executive of one concern 
sums it up this way: “Productivity comes from 
a number of well-correlated factors, which will re- 
duce the expenditure of physical efforts through 
technological changes, better methods, standardiza- 
tion, better machinery, good selection, placement and 
training of employees, cost controls—and, above all, 
democratic administration processes which give full 
play to the team work that is necessary to ‘win ball 
games’ against an ever increasing wage level and 
other costs.” This executive goes on to state: “Some 
two years ago our hourly wage employees numbered 
1,255. Today, we have 300 hourly wage employees. 
Two years ago, our direct labor costs, based upon 
the sales dollar, were $.14. Today, our direct labor 
cost is less than $.06 of the sales dollar. During this 
period of time there has been an increase in hourly 
wage rates of $.14 an hour and indirect benefits equiva- 
lent to $.04 an hour.” 


ENGINEERING AND RESEARCH 


Development of new products and improvement 
of methods are an important element of many cost- 
reduction programs. Utilization of materials previ- 
ously regarded as waste, substitution of lower-priced 
materials and supplies, and modernization and re- 
design of production equipment are but a few of the 
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results cited from expanding research and engineer- 
ing facilities. 

Many companies are currently examining their re- 
search facilities. For example, a clay-products manu- 
facturer reports: “During 1946-1948, we tripled our 
research personnel but increased our facilities at a 
lower rate. This year we have reduced our research 
personnel by approximately one third, but at the 
same time have expanded our research expenditures 
with outside organizations in an amount approxi- 
mately equal to the reduction in our company labo- 
ratories. In 1948, research expenditures for the en- 
tire year were approximately 0.4% of our sales in- 
come. In 1949, expenditures in our company labora- 
tories will be about 0.35% of our sales income, and 
expenditures in outside research (about one half are 
cooperative programs and one half company pro- 
grams) will be about 0.1%.” 


STANDARDIZATION 


Standardization was credited for outstanding cost 
reductions by many companies. A textile company 
writes: “Wherever feasible, we have reduced the 
variations and types of materials used with the idea 
of increasing over-all efficiency by cutting loss and 
waste and by minimizing excess inventory.” The 
vice president of a metals products manufacturing 
concern, on the other hand, states: “Through stand- 
ardization of products it has been possible to work 
toward material and equipment standardization, be- 
cause of the greater use of certain components which 
allow for a better, faster type of tooling.” 


OTHER METHODS 


Quality Control. A number of companies reveal 
considerable interest in the application of quality 
control methods to their operations as a means of 
effecting cost reductions. Many have recently in- 
troduced these methods but have not yet been able 
to evaluate them. Also in this general area, efforts 
are being intensified to effect a more rigid control 
of salvage and waste. 

Inventory and Purchasing. “We follow the prin- 
ciple that we cannot afford to store and handle and 
pay taxes on any item for a very great length of 
time,” says the president of a rubber products con- 
cern. This sentiment typifies the feeling of many 
companies that a quick turnover of inventory is essen- 
tial to any cost-reduction program. 

Planning. The survey indicates increasing use 
within the company of production planning tech- 
niques, time and motion studies, hours control, and 
inventory control. These activities reflect no sig- 
nificant change in operations. According to one ex- 
ecutive: “At the present moment and under pres- 
ent conditions we are largely engaged in refinement 
of technique and greater pressure toward accomplish- 
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ment rather than in introducing distinctly new pro- 
grams. This has in view the elimination of any 
slackness or lack of emphasis which may have grown 
up as a result of the war and the postwar inflation 
years.” 

Suggestion and Incentive Programs. Active sug- 
gestion and incentive systems are gaining wide popu- 
larity as a means of improving methods and re- 
ducing costs. An Ohio manufacturer reports: “Our 
entire program was developed to produce greater 
quantities of higher-quality products in less time, at 
a lower cost and with improved working conditions 
by the best use of man power, machines and mate- 
rials. During the five years this program has been in 
effect, 470 proposals were submitted, resulting in 189 
improvements. A total of $18,300 in awards has 
been paid to the authors of these proposals which 
produced a monthly saving of $31,476. Assuming 
the life of these improvements to be only twelve 
months, a total saving of approximately $378,000 has 
been realized.” 

This analysis of what companies are now doing to 
reduce their factory costs is only a general summary 
of these programs. No attempt has been made to 
present the details of these cost-reduction efforts 
nor to give any complete summary of the various 
programs or their actual savings. A detailed report 
will be published, following completion of the other 
two parts of this survey on “Administrative and 
Overhead Costs,” and “Sales and Distribution Costs.” 


R. M. Bawiincer 
Matcotm C. Nrvnorr 
Division of Business Practices 


CORRECTION 


In the table on pages 276 and 277 of The Business 
Record for July, 1949, operating income figures were 
incorrectly put in the sales column for the Aluminum 
Company of America. The data for that company, 
correctly stated, are shown below: 


1948 1947 

Dollars in Millions 

$503.6 $430.1 

$300.6 $271.7 
. $420.6 $351.7 

n.a. n.a. 
$67.1 $50.2 
$27.2 $20.2 
Income after taxes $39.9 $30.0 
Dividends paid $12.3 $12.3 
Number of stockholders................ 18,787 13,662 
Number of employees..................  1.@. 
Employment costs..................... $163.38 


n.a.Not available. 


n.a. 
$159.4 
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Britain in 1949 


T IS now generally agreed that a crisis has de- 

veloped in British financial affairs. Gold and dol- 
lar balances are low. On current transactions, Britain 
is losmg ground steadily, almost rapidly. Reports 
that a devaluation of sterling is in the offing refuse 
to be downed. What are the facts in this complex 
situation? What has happened during the past half 
year to bring this state of affairs to a head? 

The more critical aspects of the situation are of 
recent origin, and their appearance at this time seems 
to have caught the British Government unaware. 

The “Economic Survey for 1949,”? dated March, 
1949, ended on a moderately optimistic note: 


“This Survey has sought to set out plainly the pros- 
pects, good and bad, and the tasks, difficult as they are, 
which face the British people and their government in 
1949. If this account is correct, and we can achieve the 
tasks described, we should in the present year consolidate 
the gains of 1948, and take a firm step toward the para- 
mount aim of economic independence. There is likely 
to be no rapid change of the kinds we saw in 1947 and 
1948. The policies we must follow are no longer the 
transition policies of readjustment from time of war or 
the improvisations of crisis. They are becoming rather 
the steady policies of long-term progress. With the con- 
tinued understanding and cooperation of the whole com- 
munity, the government is confident that these policies 
can succeed.” j 


It is abundantly clear, now at the beginning of 
the second half of 1949, that this outlook is no longer 
correct. The Economic Survey foresaw a virtual 
balance in the current account for the first six months 
of 1949, with a dollar and gold deficit of £195 mil- 
lion.* The first quarter’s gold and dollar deficit was 
equal to £82 million, leaving £113 million of 
payments to be incurred in the second half. The 
second quarter deficit actually turned out to be 
£157 million. Thus, an unexpected added gap of 
£44 million occurred in the second quarter. The total 
second quarter’s drain was £65 million® (7.e., gold and 
dollar payments not covered by ERP or other means 
of new financing) which, at an annual rate, would 


1This is the first of a series on Britain’s problems with her present 
balance of payments. The second article will deal with aspects of 
financing the deficit on current account. 

*The official yearly appraisal and forecast of Britain’s economic 
position. Cmd. 7647, His Majesty’s Stationery Office, London. 

Tbid, p. 47. 

‘This figure includes Britain’s liabilities on behalf of the sterling 


area. 

'Total gold and dollar reserves declined from £471 million to 
£406 million. The additional £21 million presumably was planned 
for. (The official exchange rate between the dollar and the pound 
is $4.08 to £1.) 


equal £260 million, or 64% of the United Kingdom’s 
total reserves on June 30. 


INCREASINGLY ADVERSE 


Britain had been able to almost steadily reduce 
her trade deficit after April, 1948, through March of 
1949—the gap declining from £53.4 million to £24.0 
million. (See Chart 1.) In April, however, the deficit 
increased by £20.6 million, receded slightly in May, 
and then jumped to a total of £54.2 million in June, 
the greatest since September, 1947. Part of the 
adverse balance is owing to a downward trend of 
exports and part to an increase in imports. In July, 


Chart 1: Merchandise Trade Balance of the 
United Kingdom 
Source: United Kingdom Board of Trade 
Millions of Pounds Sterling 


IMPORTS * 4220 
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imports declined, but the gap nevertheless amounted 
to £40.7 million. 

The rise in imports, until July, was planned for, 
and was even slightly less than had been anticipated 
for the first six months. Some increases in imports, 
it appears, had been projected for the second quarter, 
and these goods were received. On the export side, it 
seems that Britain did better in the first quarter 
than anticipated, but did worse in the second quarter. 
The goal for the first half was 150% of 1938 export 
volume. Actually, first-quarter exports reached 
155.5% of 1938 but second-quarter figures dropped 
to 146%. The average for the first half therefore 
exceeded expectations slightly, reaching 150.5%. But 
as exports in the second quarter dropped, imports 
came pouring in. 
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Planned imports for the first half of 1949 were 
£960 million, on an f.0.b. basis, and exports (including 
re-exports) £910 million. Provisional figures for the 
first half indicate that this was not far off the mark, 
for the totals are estimated at £950 million exports 
and £905 million imports. Thus trade for the half 
year worked out as planned, apparently because of 
an excellent first quarter. The gold and dollar drains 
developed, despite the over-all realization of expecta- 
tions, since exports to the nonsterling areas dropped 
in the second quarter. 

What has made this development all the more 
serious is the fact that a substantial portion of the 
increasing spread appears to come from the United 
Kingdom’s trade position with the United States. 
As with the total deficit, the gap with the United 
States, which had been slowly closing, has steadily 
widened since the beginning of this year. (See Chart 
2.) The chart emphasizes the only modest success 
of the export drive through March. 

The collapse in shipments of automobiles and ag- 
ricultural tractors has been severe. Exports of linen, 
cotton, chemical and wool manufactures are con- 
tracting.! (See Table 4, on page 321.) 

An added complication has been the decline in 
United States imports of raw materials from the ster- 
ling area, the dollar proceeds of which accrue to the 


Chart 2: Merchandise Trade Balance of the 
United Kingdom with the United States 


Source: United Kingdom Board of Trade 
Millions of Pounds Sterling 
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United Kingdom because of the monetary agree- 
ments in force. Falling prices reinforce this trend. 
With the exception of a $9 million increase in the 
value of American tin purchases from Malaya, the 
sterling area’s chief raw material exports to this 
country fell drastically in the first five months of 
1949 compared with the same period of 1948. The 
total value of the imports shown in Chart 3 in the 


1Exports to Canada, in general, have been holding up, although 
June showed a decline. 


January-May period, 1948, was $307,866,000. In 
the same period of this year, their value was $248,- 
203,000, a drop of 19%. Thus, approximately $60,- 
000,000 less in dollar exchange was earned on five 
major commodity groups. 

The causes of the current adverse trend of Brit- 
ish trade are, of course, complex, and some of the 
explanations advanced may only be indicated here. 
Foremost among them, perhaps, is the contention 
that British exports are not competitively priced 
while the world is now engaged in comparison shop- 
ping. In March, the “Economic Survey for 1949” 
had this to say: 


“There are difficulties [in] finding buyers at our pres- 
ent selling prices. Demand is falling off in some mar- 
kets and for some classes of goods where restocking is 
now completed. At the same time, increasing competition 
from other exporters now has to be faced in the mam 
hard currency markets.” 


While many statements of this sort may be found 
in current comment, there is little direct proof at 
hand,® except perhaps in the unrecorded experience 
of businessmen and public officials. 


COMPARISON WITH UNITED STATES 


This reasoning may particularly apply to the 
United States, where economic activity has fallen 

Difficulties related to problems of currency valuation will be dis- 
cussed in a succeeding article. 

Op. cit., p. 18. 

3Comparative costs of British Austins and German Volkswagens, 
British and German diesel motors, and British and American coal, 
all delivered in Switzerland, were analyzed in “Why Exports from 


Britain Have Fallen,” The Statist, June 4, 1949, p. 634. In all three 
instances, costs of British goods were higher. 


Chart 3: Selected United States Raw Material 
Imports Direct from Sterling Areas, Excluding 
United Kingdom, First Five Months 
of 1948 and 1949 


Source: United States Bureau of the Census 
Millions of Dollars 


RUBBER 


COCOA, COFFEE, 
AND TEA 


WOOL 


Note: Countries of origin are: rubber—Malaya and Ceylon; jute—India and 
Pakistan; cocoa, coffee and tea—Gold Coast, Nigeria and British East Africa; 
wool—Australia and New Zealand; tin—Malaya. Data are imports for consumption. 
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off, shortages have disappeared, and most prices 
have turned down. The greater availability of do- 
mestically produced automobiles and farm imple- 
ments is, of course, important. But British prices, 
in general, have not been declining and this factor 
may be affecting many sales. 

In Chart 4, comparative trends of United Kingdom 
and United States wholesale prices since August, 
1948, peak United States month, are shown. Since 
August, 1948, the prices of all commodities and of 
manufactures have dropped about 10% in the United 
States. They have risen about 5% in the United 
Kingdom. Therefore, whatever the actually prevail- 
ing relationship may have been in that month, 
American prices are now relatively lower. 

Comparison of the unit values of imports and ex- 
ports for the two countries since July, 1948, (the 
peak in United States export prices) shows that 
by May the prices of United States exports experi- 
enced an average drop of 9%, and imports a drop 
of 6%. Through June, on the other hand, British 
import prices were the same, but had increased in 
the interim, falling back to the July, 1948, point 
this June. Export prices rose 3%. This supports the 
view that British export prices are a hindrance to 
sales, while at the same time revealing that Britain 
is deriving delayed benefits from the recent general 
declines in world import prices. 

The improvement in the British terms of trade 
since about June, 1948, has really been owing to a 
relatively greater rise in the price of her exports than 
in her imports. Thus the manner in which the terms 
of trade have become more favorable is actually an 
adverse development. 


THE PRICE FACTOR 


Although food and raw materials prices, in general, 
are falling, it was not until June that British import 
prices seemed to be affected by the drop. Bulk pur- 
chasing arrangements and a world-wide shift in de- 
mand toward nondollar sources of imports, it is said, 
have tended to strengthen British import prices while 
United States prices (taken as a standard) have de- 
clined. The Economic Commission for Europe, after 
stating that the United Kingdom had been obtaining 
its imports below world prices until 1948, explains 
the shift in position as follows: 


“The explanation appears to be twofold. In the first 
place, it would seem that the price rigidity embodied in 
the British bulk-purchase arrangements tended to post- 
pone the full impact of postwar scarcities on British im- 
port prices, and that these scarcities began to make them- 
selves more strongly felt in the contracts for 1948, where- 
as other European countries, although still buying at 
higher prices than the United Kingdom, began to benefit 
in the latter part of the year from the weakening in 
world prices of several important commodities. The tend- 


ency toward higher prices under the British buying ar- 
rangements is evident .... 

“A second important factor is the intensification of 
European demand during the past year for imports from 
nondollar sources, including particularly the sterling area. 
It has already been seen . . . that a considerable shift 
in the sources of European imports occurred in 1948, the 
share of the United States and Canada declining consid- 
erably and that of other overseas countries increasing. 
. . . It was largely attributable to a change in the com- 
modity composition of Europe’s imports as relief and re- 
construction imports from the United States declined and 
imports of other types of goods obtainable from other 
sources increased. It is also evident, however, that the 
shift was intensified by the efforts of European countries 
to find, as far as possible, nondollar sources of supply in 
order to relieve their shortages of hard currency. The 
extent to which such diversion could occur was limited by 
the amount of supplies available from nondollar sources, 
and . . . was less than commonly imagined. Neverthe- 
less, the convergence of demand on the sterling area and 
other nondollar sources of supply undoubtedly tended to 
produce a relative increase in prices in the countries con- 
cerned compared with those ruling in the United States.”” 


Aside from prices, several other reasons have been 
suggested as being responsible for a drop in the 
United Kingdom’s exports. One is that talk about 
devaluation has impelled purchasers to hold off in 
the hope of receiving goods more cheaply later. An- 
other is the exhaustion of currently released sterling 
accounts. Then there has been a reported interrup- 
tion of capital movements to South Africa. Reduced 
drawings on sterling credits available through the 
Intra-European Payments Agreement have also been 
mentioned.” 

The campaign to increase British exports to the 

Economic Survey of Europe in 1948,’’ United Nations, 1949, 


pp. 104-105. 
*The Statist, June 4, 1949, p. 627. 


Chart 4: Wholesale Prices—United Kingdom 
and United States 


Sources: United Kingdom Board of Trade; United States Bureau of 
Labor Statistics 
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dollar areas is hindered by the release of blocked 
sterling balances. The holders of these balances, it 
is said, tend to outbid other buyers of British goods, 
thus curtailing the sterling area’s current dollar earn- 
ings. Further, if Britain’s export prices are supported 
in this manner, her ability to sell elsewhere is im- 
paired.t 

The fall (or at least the insufficiency) of British 
exports to the United States seems also to be partly 
a result of failure to make goods to please the tastes 
of American consumers. This conclusion would fol- 
low from the government’s recent action in setting 
up a special board to work with United Kingdom 
industries. It will acquaint them with American 
market requirements and seek to induce the manu- 
facture of corresponding products. 


DEVELOPMENT OF THE PROBLEM 


The real nature of this goods-trade situation and 
its significance in British economy are better under- 
stood after a brief review of her economic history. 

The United Kingdom’s position in the world econ- 
omy has, since about 1870, depended on paying for 
an excess of imports over exports (including services 
such as shipping and insurance) by receipts from 
overseas investments. Imports bulk so heavily be- 
cause, as a manufacturing nation not overly rich 
in natural resources, raw materials for industry and 
food for the population must come from outside. 

Although the complex evolution of Britain’s econ- 
omy since that time cannot be traced here, signs of 
weakness were already being seen before the begin- 
ning of the twentieth century. The decline mani- 
fested through the present century may be briefly in- 
dicated by the following data. The average excess of 
receipts on current overseas transactions (for peak 
years) in the first three decades compares as follows 
(excluding gold): 


Average Average Average 
1907, 1910, 1913 1927-29 1988-385 
£176 million £103 million £8 million 


Thus the amount available for reinvestment over- 
seas was declining severely. The relationship between 
receipts and new investment is illustrated by data 
available for the last two periods above. Net invest- 
ment overseas amounted to £87 million in 1927-1929 
and to £2 million in 1933-1935.” 

At the same time, compared with 1913 as 100, net 
United Kingdom exports were but 71.6 in 1937, while 

1That portion of exports supported by release of blocked sterling 
balances might disappear when these accounts are exhausted. It 
should also be noted that no corresponding current imports are 
received for such exports. This matter will be treated at greater 
length in a succeeding article. 

*Based on new issues and repayments in both periods. The amount, 
in 1933-1935 is £27 million if direct investments and purchases of 


existing securities are included, but data including the latter are 
not available for 1927-1929. 


Chart 5: Volume of Industrial Production in the 
United Kingdom, Retained Imports and Exports 
United Kingdom Statistical Office; United Kingdom 
Board of Trade 
Index Numbers: 1946=100 


Sources: 
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Note: Retained imports and exports’ revalued at 1988 prices and expressed as a 
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Chart 6: Percentage Distribution of United 
Kingdom Total Imports, by Classes 
Source: United Kingdom Board of Trade 
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imports equaled 132.5. Her percentage of world trade 
dropped from 13% of world exports in 1913 to 10% 
in 1937. Over the same period, her share of world 
imports rose from 15% to 17%. 

Naturally, the shrinkage in exports was not uni- 
form for all products. Taking 1937 as compared 
with 1924 as 100, exports of vehicles, synthetic yarns 
and manufactures, chemicals, electrical goods, non- 
ferrous metals and manufactures, food, and ma- 
chinery all expanded. .But the volume of the tra- 
ditional British staples—iron and steel and manufac- 
tures, coal, wool yarns and manufactures, apparel, and 
cotton yarn and manufactures—all declined. As a 
result, total United Kingdom exports in 1937 were 
only 90% of the 1924 volume." 

The problem which Britain faces today, and which 
had already been looming for about half a century, 
made its first real appearance in 1931. From that year 


1Data for the foregoing analysis are drawn from Albert E. Kahn, 
“Great Britain in the World Economy,” Columbia University 
Press, New York, 1946, Ch. VIII. 
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Table 1: Foreign Merchandise Trade of the 
United Kingdom 


Source: United Kingdom Board of Trade 
£ Millions 


Food, Raw Manu- 


Classification Drink, Materials} factures |) Locals 


Tobacco 

1998 Exports”! .qeqewe cy + acre 48 87 384 532 
Jporls: sprue sae rece 430 248 234 920 
Balances 42... hence -382 | -161 150 —388 
194 Mxports* sty co saun ce oe 72 77 | 1,009 | 1,198 
Trmiports: a-06 oem eats 804 566 400 | 1,795 
Balances... i.08: 2 sca -732 | -489 609 | -597 
1948 ‘Exports. saci se eee 104 111 | 1,389 | 1,648 
Imports ei. 2c geen ees 888 683 485 | 2,080 
Balances* eet a eee ie oa —784 -572 904 432 

1949 First 6 mos. 
FGxpontar secre arn a etttencuat: 46 37 787 923 
Imports? stn cee cnt tee 467 387 256 | 1,120 
Balance. 720 fie een -415 | -330 535 -197 


6 mos. bal. (at annual rate)} -830 | -660 | 1,070 | -394 


Includes parcel post, and trade in animals not for food. 
2Including re-exports. 


through 1938, Britain’s receipts on current account 
fell short of her payments in almost every year. 

Then came the years of World War II during 
which Britain accumulated large debts overseas, 
cashed an estimated £1.1 billion of her foreign liquid 
assets, and overworked an industrial plant acknowl- 
edged to be somewhat obsolescent even before the war. 

When the war was over, the British situation had 
the following characteristics: 

1. Loss of investment income resulting from 
liquidation of overseas assets; 

2. Other relative losses on invisible account, in- 
cluding those from shipping; 

3. Depleted gold and dollar reserves; 

4. Debts in the form of blocked sterling accounts 
in London (which must, sooner or later, be paid for 
in goods for which no corresponding imports can be 
received) ; 

5. Lowered production of foods and raw materials 
in most of the important non-Western Hemisphere 
countries has forced Britain to purchase more in the 
Western Hemisphere, thus placing a premium on the 
current earnings of dollars, lest gold and dollar re- 
serves become completely depleted; 

6. A greater rise in the world prices of the food 
and raw materials which Britain had to import than 
in the prices of the manufactures she exported; 

7. The network of trade restrictions, her own in- 
cluded, which made it difficult for goods and mate- 
rials to pass from one country to another; 

8. The obsolete and damaged plant and equip- 
ment, which not only needed replacement but also 
expansion in order to increase exports (which would 
pay for a larger proportion of imports) as well as 
efficiency so that exports could compete effectively. 
Since the major machinery source was the “United 
States, this effort threw an increased burden on dollar 
earnings. 


9. Overseas expenditures for the support of com- 
paratively large military forces, as well as for relief. 


POSTWAR PATTERN 


The impact on the United Kingdom’s balance of 
current international transactions may be summar- 
ized as follows: 


1938 1946 1947 1948p 

In £ millions 
Vasibleitrade. a. shee eee -302 -208 -441 -218 
Invisible trade............- +232 -172 -189 +98 
Deficit on current account... -70 -380 -630 -120 


pProvisional 


The deficit on visible trade, of course, was tradi- 
tional. Special circumstances made it a matter of 
real concern. These included the severe winter in 


Table 2: United Kingdom Imports and Exports 
of Merchandise by Areas! 
Source: United Kingdom Board of Trade 


£ Millions 
Non-Sterling Countries 
. Sterli Othe: 
Rases Countries? United Westers 
States | Hemi- Other 
sphere 
‘Countries® 

1938 Exports. 3.2... 6.- cee 211 20 62 176 
1 NN a 987 | 118 | 182| 332 
Balance::2.... .Sarsaemee: ~76 -98 | -120] -156 
1947 Exports; ...,0..: 2. see cee 553 48 131 407 
Lmports’. 51. S00 en 558 | 298 | 522] 416 
Balance@sca: «tr, <0mne fore -5 -250 | -391 -9 
VOSS EXP Ores: ..sedic teas eee Cait 786 66 198 533 
nnports.< 3.0, tacos oe 749 185 512 634 
Balance fay oti eee 37 | -119 | -$14]} -101 

1949 (5 months bac ie 
Exports. . nee. eee 392 23 89 245 
Imports. 25.7. anes ae carose 363 93 167 299 
Balance:? - 42h, Siee oe 29 -70 ~78 -54 
1949 Balance at annual rate... .. 70 | -168 | -187 | —180 


1£xcluding re-exports, 
2All British Commonwealth countries (except Canada and Anglo-Egyptian Sudan), 


together Tt See ee 1 | aoa 

early 1947, the need to accumulate stocks, and the 
world-wide price rise. But it is the decline on in- 
visible account which is the prime source of diffi- 
culty. The visible deficit in 1948 was less than in 
1938. 

The most striking change in invisible account (see 
table 7, on page 325) is the sharp rise in government 
overseas expenditures as compared with 1938. These 
have been sharply reduced since 1946, but still rep- 
resent a heavy drain. Yet even if they had been 
eliminated in any postwar year, the invisible balance 
would still not have been so favorable as in 1938.1 

The table also shows that, after the war, it took 
until 1948 before Britain’s income from shipping ex- 
panded to a greater extent than her payments for 


1This ignores the presumably beneficial effects which the resulting 
redistribution of man power and other resources might have had in 
such an eventuality. 
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shipping. While Britain in 1938 received seven times 
more in overseas investment income than she paid 
out to foreign investors, in 1948 she received only 
45% more. Over the same period, payments for for- 
eign travel almost doubled, while her own receipts 
rose only a fourth. 

Although the improvement in the publ ac- 
count since 1946 is salutary, two observations in re- 
spect to it must be made. First, the favorable in- 
visible account of £98 million in 1948 was still £120 
million short of carrying the total deficit of £218 
million for the year. Second, the surplus on invisible 
items was earned in the sterling area and the Marshall 
Plan countries—a total of £166 million. In the West- 
ern Hemisphere (presumably chiefly dollar or gold 
payments) a £35 million deficit was incurred, and 
another £33 million deficit was paid to “others.” 


IMPROVEMENT SHOWN 
By the end of 1948, the trend was clearly toward 
balance in the British accounts. This is apparent 


Table 3: United Kingdom Imports and Exports 
of Merchandise by Areas! 
Source: United Kingdom Board of Trade 
Per Cent of Total 


Non-Sterling Countries 


. Sterli 
Perod Coase" United 
States 
HUSEMXDOLES: fis. vacievass osctes| 45,0 4.3 
HEROLUGS cm oes cass Cysts saints Slee. 
l6sieExports.....02...5.....-..)° 48.6 4.2 
MENDOFESS fel. onc ese how Sales! 16.6 
FeAseExports - 25S a ee es 3) 492% 4.2 
A YVOR ES eae rt de dare os ges, ie 36.0 8.9 
1949 (5 months total), 
Exports. pe, esa Ae goats 8} $21 
Imports. EA Sm AAtz aplcetee> 3 6 cE aes Cn! 
1Excluding re-exports. 
2All British Commonwealth countries (except Canada, and Anglo-Egyptian Sudan), 


together with the Irish Republic, Burma, Iraq and Iceland. 
iIncluding Japan and the Philippines. 


when the year’s payments are split into half-year 
totals: 


Jan.—June, 1948 July—Dec., 1948p 
In £ millions 


Visible:trade: : 294° glove -166 -52 
Invisible trade........... +16 +82 
Deficit or surplus on cur- 

TEHLACCOUNE, Ania qarcne -150 +30 


pProvisional 


The main factors were a rise of £90 million in ex- 
ports in the second half, and a decline in net govern- 
ment overseas expenditure (an invisible item) of 
£55 million. A large part of the latter, however, was 
owing to the presumably temporary phenomenon of 
increased income from war disposals and settlements. 
At any rate, with the added help of a £24 million 
drop in imports, a small surplus on total current ac- 
count even developed in the latter period. 

The improving position was manifested in all areas 
of the world. Although a deficit with the Western 
Hemisphere continued through the year, it was re- 
duced in the last six months from £200 million to 
£140 million. This negative balance of £340 million 
for the year was still a formidable item, however. As 
the “Economic Survey for 1949” puts it: “In terms of 
dollars, we are still not paying our way,”' and“... 
we must in the next two or three years greatly in- 
crease exports to Canada and the United States if we 
are to become independent of ERP aid without a re- 
duction in the standard of living.”” 


BRITAIN’S EFFORT 


Influencing trade to yield the least unfavorable bal- 
ance, particularly in respect to dollars, involves sev- 
eral broad lines of action. They include raising pro- 
duction to provide export goods, keeping imports to 
a minimum, diverting exports to dollar areas, and 
holding down dollar imports. 


10p. cit., p. 5 (original in italics). 
2Tbid., p. 28 (original in italics). 


TABLE 4: SELECTED EXPORTS OF THE UNITED KINGDOM TO THE UNITED STATES 
Source: United Kingdom Board of Trade 
£ Thousands 


: Wool Agricultural 

Month and Year Whiskey Manufactures Machinery 

(Tractors) 
1048 January... 6... 657 249 8 
MG DIMAT Ys .-cu yk v1 5 & 524 426 101 
iN, Ecc UR pe Sane 1,000 8397 799 
Apritereen le ce 682 427 524 
11 Og) Boe, Uae ae 878 448 273 
UME FSi, 5, Seas, 6 hese 706 ATA 219 
6 months total....... 4,441 2,413 1,924 
duay JANUErY.......;.....-. 856 424 435 
Mobrnarys.. 6.40. 700 358 545 
March. tor sce peee nt 871 453 269 
Rordeci se. dys tee. 2 569 $21 137 
WR. 3% SOREN Oe Bee 2 821 363 11 
AOS canes tt nara eee a 861 280 68 
6 months total....... 4,678 2,197 1,466 


Cotton Y: Chemicals, 
Linens A ella Automobiles ‘ see gt Denes Deel 

Manufactures and Colors 
153 114 "997 174 359 
134 173 280 285 285 
268 147 282 258 201 
215 153 367 248 147 
127 153 385 241 318 
275 120 328 262 221 
1,175 856 1,929 1,466 1,530 
190 189 825 220 286 
232 129 186 141 68 
281 176 103 198 278 
197 154 82 126 102 
174 180 92 120 172 
75 128 59 64 69 
1,149 956 846 869 980 
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The general trend of production, exports and im- 
ports may be observed in Chart 5. As the volume of 
industrial production rose since 1946, the volume of 
exports increased proportionately more, indicating 
that the fruits of enlarged production have been 
channeled into exports. Retained imports, on the 
other hand, have increased less than production or 
exports. A good portion of the currently “austere” 
conditions of living in the United Kingdom is ex- 
plained by these trends. 

The volume of industrial production has risen 
about 33% over prewar and the general level of 
exports about 50% in volume since 1938, while re- 
tained imports are almost 20% lower in volume than 
in that year. As a result, exports paid for 64% of 
imports in 1938, 71% in 1947, and about 88% in 
1948. Tentative figures for the first half of 1949 indi- 
cate that the proportion in that period was 95%.1 

The export drive is also reflected in the changing 
composition of the United Kingdom’s imports (see 
Chart 6). Food, drink and tobacco now comprise 
a distinctly lower share of imports than before 
the war. The emphasis has been on raw materials 
to provide the raw stuff of industry, export and do- 
mestic. Despite the trend toward imports of machin- 
ery to spur productive efficiency, manufactures as 


_ 'The data are derived from the balance of payments which gives 
imports and exports on an f.o.b. basis. 


TABLE 5: 


of 
Products Value ee tal 

Petroleum: productszss =. oe s. gauiaseys eos 96,553 15.2 
Tobacco, manufactures.2-< (0. «5. <r ences ce 90,235 14.2 
Cotton, unmanufactured....................- 72,391 11.4 
Dairy: products:/5.7..,. csne.-coes eee “i atic 29,079 4.6 
Copper, manufactures...................-+++-| 28,780 4.5 
Agricultural machinery, implements........... 21,026 3.8 
Industrial machinery, n.e.c...........-.2.+05- 19,615 Sol) 
Metal working machinery.................... 19,147 3.0 
Construction conveying machinery............ 17,588 2.8 
Textile, sewing and shoe machinery............] 16,420 2.6 
Cotton; marintactires#t- ey yeas es ee 14,839 2.3 
Industrial chemicalay,.cdaemidas  s.\dtalewee 0 tas 12,799 2.0 
Chemical: specialties ia ..3 tcooe ene ne We 11,992 1.9 
Sawmill products’. cet eee 11,681 1.8 
Steel-mill products/g.s.55s.sk ee ee ee Ly 
Vehicles and parts, n.€.€............000seeeeee 10,859 ay 
Pigments, paints and varnishes................ 10,194 1.6 
Nonmetal minerals, including precious, n.e.c....] 10,193 1.6 
Office appliances 5 iicalers. van Bales ink ote aia eink 9,066 1.4 
Rubber and allied products................... 9,049 1.4 
Zine, manvfacturess. ae en eee ee 8,816 1.4 
» MAnntachures. son shee eee ant ee ee 7,907 12 
Wood, manuflactires? 2.2 san.utt ys « «cena 6,018 9 
Conifer proditets;, 00... sates. oe ta eee 5,912 9 
Electrical machinery, apparatus............... 5,799 9 
Paper products, manufactures................. 5,665 9 
Books, maps, pictures, print, n.e.c............. 5,059 8 
Total exports to United Kingdom. .......... 636,925 100.0 


1Excluding re-exports. 


a whole are still a lower proportion of the imports. 

Decrease in the share of food in total imports has 
accompanied a decline in the average caloric intake 
per capita from 3,000 before the war to 2,860 in 
1947-1948 and 2,990 in 1948-1949. Composition of 
the caloric intake has also changed. Meats, sugars 
and fats (mostly imported) , among others, are down; 
the consumption of potatoes and grain products has 
increased enormously. Accompanying this food strin- 
gency has been a drive toward home-produced food.! 
Home production of per capita nutrients as a per 
cent of total consumption compares as follows: 


Prewar 1948-49 
In % 
Calories inc aeu.c knots, oes Se 31 837 
Animal protein’ (gm), .¢. 4:52.00" =) 63 66 
Vegetable protein (gm)..............-- 25 39 
Total protein (gm) io... ae. coee ee 45 51 


Efforts to improve the United Kingdom’s plant 
and equipment, in large measure related to the ex- 
port drive, are part of the 22% of the national prod- 
uct being devoted to domestic gross capital forma- 
tion in 1948 compared with 14% in 1938. 

The over-all results of Britain’s efforts to close the 
import gap may be seen in Table 1, based on current 
trade statistics, which exaggerate the gap somewhat 


1A compensating factor, however, is that much home output is 
dependent on imported feedstuffs and fertilizers. 


CHIEF UNITED STATES EXPORTS! TO THE UNITED KINGDOM 
Source: Bureau of the Census 
Thousands of Dollars 


Products Value Dee 

Tobacco, manufactures..........-:.+-.....+-«| 111,989 21.8 
Grains; preparations. <.042..%) 40.06" scasaeene | 49,665 9.7 
Petroleum, ‘products. (6nj<<101.- Stei-irue < pieeenael tem 46,450 9.0 
Fruits; preparations’... 20 .c.\nivtesinaete ve cee oe» 43,368 8.4 
Cotton, unmanufactured................000- 41,150 8.0 
Industrial machinerys: «22 ee .0is+ «1 ones vue aielers 28,028 5.5 
Meat prodactaentss ota nc wach ee sve Sede nlated 18,040 8.5 
Tron, steel, semi-manufactures..............-..| 12,212 2.4 
Animal oil, fats; edible... 3... 0a.cu 02 cs oben 11,555 2.2 
Sawmill prodiicts; (20/2: Jeu seics «Oh whee os 11,274 2.2 
Electrical machinery, apparatus...............- 9,852 1.9 
Bursjimanufactures 4.0). 5 tec crus cee ae ee 8,578 a yf 
Auto parts, acceasories)i0").). 105 ees ys emcee es 8,183 1.6 
BiSH Prpaincts a. 9; ince tes atresia caus eaiaeiare 7,274 1.4 
Copper, manufactures...) «ih... ca tals oe. 5) 6 se etme 6,496 1.8 
Chemical specialties: <2. vob... dene cn se qne se oe 6,294 1.2 
Office appliances. sip. oss cs eee bs I 4,857 9 
Books, maps, pictures, print, n.e.c.......---..- 4,018 8 
Agricultural machinery, implements........... 3,946 8 
Aircraft, pants! . ofiyu'c ide hny a OSs en peo wet 8,935 8 
Naval stores, gums, resins...............++++: 3,510 Fj 
Wood, manufactures: os ccccnx nics coneat eras At 8,094 6 

Total exports to United Kingdom........... 513,955 100.0 


n.e.c.Not elsewhere classified. 
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TABLE 6: FIFTEEN LARGEST UNITED STATES IMPORTS! FROM THE UNITED KINGDOM 
Source: Bureau of the Census 
Thousands of Dollars 
1948 1938 
Products Value , hay Products Value fe I 
LORS ee Ce Hae SE 39,569 14.1 SE VELA SON Nee GaN mu ica pie. 8 al anniogse 32,362 27.3 
MEMICICAS DANE. Schr ih Mice rcs ree. 33,111 11.8 Flax, hemp, ramie, manufactures.............. 7,333 6.2 
Wool, manufactures.................-. .| 26,551 ous “|| Wooltmaniifactures dary nisin «sch Ade dciasvies 6,816 5.8 
Flax, hemp, ramie, manufactures..............| 16,869 6.0 Cotton, ManitAchires? shag astescueie sierra sh.F hs 4,451 3.8 
Brass, bronze, manufactures.................. 16,153 5.8 Nonferrous metals, except precious............ 4,067 3.4 
Agricultural machinery, implements........... 13,052 4.7 Ghalllariprodtictanincssim ices tibet eS 3,855 3.3 
Cotton, manufactures...............00)00000. 10,882 3.9 Jutepmanitactures paniscctamstites oie sbiP T+ ene «le 3,132 2.6 
DRURIERE PUOUUGEAL. Str. co ccs ce ess cates ap 9,200 8.8 Precious metals, jewelry and plated ware except 
Relea UOOUCLS. © ust Pod im sls Mena eee elt at 9,172 3.3 gold and silverware, bullion, coin............ 3,081 2.6 
Wool, semimanufactures.............0.0000005 7,668 2.7 Oathone sheets cai set: atidede ol ack tes « asta «;- 2,804 2.4 
Machinery, n.e.c., except agricultural.......... 7,650 2.7 Rayon, other synthetic textiles................ 2,618 2.2 
PARE WOLKE, ANGIQUES. cose eG qils hukly einyeit 6,153 2.2 Furey indressedel.. tami bicutta mite imiaaiete cae es 2,367 2.0 
Aluminum, manufactures..................... 5,961 2.1 Wool, unmanufactured..................0000- 2,366 2.0 
Books, maps, pictures, prints, n.e.c............ 5,270 1.9 Clayi clay products. 3c. ccsnoiaap paisa 2,304 1.9 
ROPER ehccs, 2 se OE Me Ae ne 3,968 1.4 Industrial, printing machinery................ 2,004 “wad 
Wool, semimanufactures..................000- 1,383 Lg 
Total U. S. imports from U. K.............. 280,333 100.0 Total U. S. imports from U. K.............. 118,366 100.0 


1For consumption. 


in terms of payments.’ In value terms, excess of im- 
ports over exports of food, drink and tobacco ex- 
panded slightly more than twice from 1938 to 1948. 
Excess imports of raw materials increased about 
three and one half times. But the surplus of manu- 
factured exports rose sixfold. 


THE TERMS OF TRADE 


Closing the gap has been complicated by the rela- 
tive price movements of imports and exports. Sta- 
tistics on this relationship indicate the general effects 
on trade balances because of the prices received or 
paid per unit of exports or imports. Until the open- 
ing of the war, this ratio had been moving in Britain’s 
favor. This was mostly owing to depressed prices of 
foods and primary commodities. Since the war, how- 
ever, the terms of trade have moved against Britain. 
Taking the relationship in 1938 as 100, unit values 
of imports as a per cent of the unit values of exports 
have been: 


1946 1947 1948 June, 1949 
109 117 121 118 


The terms of trade worsened by approximately 
5% during the first half of 1948. They have improved 
since the second half of 1948, which, in present cir- 
cumstances, is, perhaps paradoxically, an unfavorable 
development for the United Kingdom (see above). 
Their importance may be illustrated by a statement 
in the “Economic Survey for 1949,” which explains 
that the estimates for 1949 are based on an un- 
changing price ratio. “A movement of only 5% in 


1Current trade statistics give exports f.o.b., but imports c.i.f. 
(commodity plus insurance and freight). Some of these payments 
naturally accrue to United Kingdom companies, and therefore the 
trade gap is overstated by the trade statistics. Insurance and freight 
payments to non-British companies appear as invisible payments in 
the balance of payments compilation. 


n.e.c.Not elsewhere classified. 


the terms of trade would change the balance on cur- 
rent account by some £100 million in a year.”} 

The pattern of imports and exports by areas (ex- 
cluding re-exports) is given in Table 2. A sizable 
deficit with the sterling area in 1938 has been turned 
into a positive balance, which has been increasing 
through the first five months of 1949. The deficit 
with the United States in 1947 rose sharply over 
1938, but was considerably lowered in 1948. The rate 
increased again in the first five months of this year. 
Deficits with other Western Hemisphere nations were 
considerably higher than before the war, but were 
trending downward. The negative balance with all 
remaining nations, in 1948, had been pared by about 
33% as compared with 1938, but rose again in early 
1949. At this time, therefore, the United States ac- 
count as well as those of “other” nonsterling countries, 
is causing difficulty. 


TRADE BY AREAS 

A distribution of the above data by percentages 
of the total (Table 3) sheds further light on the 
direction of the British trade effort by areas. Both 
imports from and exports to the sterling countries 
have increased in share of total from 1938. In re- 
spect to the United States, despite the effort to en- 
large exports to this country, about the same share 
has been shipped as before the war, with a decline 
showing in early 1949. As production in other areas 
of the world recovered from war damage, the depen- 
dence on the United States for imports was pushed 
below the relationship in 1938. Approximately the 
same holds true for the remainder of the Western 
Hemisphere, although only lately have imports from 


10p.cit., p. 20. This may not hold true in a beneficial sense to the 
United Kingdom under present conditions of world trade, if the im- 
proved terms of trade are due to “stickiness” in her export prices. 
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these sources represented a lower share than in 1938. 
Both imports and exports to remaining parts of the 
world have declined. 

The substantial dependence on the Western Hemi- 
sphere, and the United States in particular, is also 
demonstrated in the foregoing data. In 1938, 33% of 
all imports came from the Western Hemisphere, 46% 
in 1947, 33% in 1948, and 28% in early 1949. Be- 
cause of the importance of this area as a world source, 
the share of the United States and Canada alone in 
total world trade rose from 18% in 1938 to 38% in 
1947 and was 29% in 1948.1 Furthermore, it has been 
estimated that these two countries furnished 46% of 
the world’s total trade in food and raw materials 
since the war.” 

Table 5 gives United States exports to the United 
Kingdom, tabulating all with a value of more than 
$3 million in 1938 and all with a value greater than 
$5 million in 1948. Several interesting features 
emerge. Total tobacco consumption in the United 
Kingdom has increased since 1938, but although this 
was the leading United States export to that country 
in 1938, the value of United States tobacco exports 
has fallen since that year, despite price rises. 

Out of the twenty-two leading exports to Britain 
in 1938, six were tobacco or food items (grains, 
fruit, meats, fish, oil and fats. Three of this 
group were in the first five. However only two— 
tobacco and dairy products—appear in the leading 
twenty-seven in 1948. The only machinery item to 
appear in the first ten in 1938 was industrial ma- 
chinery (a miscellaneous group). In 1948, the sec- 
ond five items are machinery products (including 
textile, sewing and shoe machinery, which was for- 
merly a part of the industrial machinery classification) . 

Other features of the export pattern are the ap- 
pearance of cotton manufactures and vehicles on the 
list of important exports in 1948, as well as the greatly 
increased importance of agricultural machinery and 
copper. 


THE UNITED STATES MARKET 


The chief United States import from Britain, in 
both 1938 and 1948, was beverages—chiefly Scotch 
whiskey.* Several new products show up in the 
leading fifteen imports, given in Table 6. Vehicles, 
brass manufactures and agricultural machinery be- 
came quite important in 1948. So also did clay prod- 


1The falling percentage of United States and Canadian exports 
may well be due, in part, to the shift in British purchases, as well as 
to the relative price changes in the world, since the calculations are 
based on prevailing prices. 

*The Economist, June 11, 1949, p. 1073. 


3A comparatively modest increase (22%) is shown in the figures 
for beverage imports from the United Kingdom in the United States 
statistics. Yet United Kingdom export figures show an increase in 
value from 1938 to 1948 of £5.6 million to £9.6 million (71%). This 
discrepancy may be due to the rate of withdrawal from bonded ware- 
houses, since the United States figures are imports for consumption. 


ucts, wool, and machinery (other than agricultural). 

Maintaining Britain’s exports to the United States, 
therefore, obviously involves keeping the items mov- 
ing which have found a new market here—mainly ve- 
hicles and agricultural machinery (tractors). Bever- 
ages and other consumers’ items are also important. 

If the trade pattern just outlined was to succeed 
in its objective of balancing British accounts with 
all currency areas, the gaps in payments needed to be 
steadily closed. This is especially true in relation to 
the dollar areas. In 1948-1949, the United Kingdom 
received $1,239 million of Marshall Plan funds. Her 
request for 1949-1950 was originally $940 million. 
Recent developments have led her to present an 
estimated deficit of $1,518 million. Her position has 
deteriorated rapidly since March. 


THE WAYS OUT 


Although it will probably not become clear until 
September of this year (after the scheduled Anglo- 
American-Canadian discussions are held) just what 
course the United Kingdom will take in meeting the 
threat to her economic position, several lines of ac- 
tion have been unofficially discussed. 

Most prominently mentioned in the United States 
is devaluation of the pound in order to increase ex- 
ports and discourage imports. It is possible to take 
this course whether or not Britain’s social policies are 
changed. Some British economists have another 
point of view and feel that Britain will not be able 
to balance her dollar accounts in the near future and 
suggest that the only solution in present circumstances 
is a continuing and intensified discrimination against 
American exports through bilateral and area agree- 
ments. This, again, does not necessarily entail a 
change in social policy. 

The other approach would probably mean a cur- 
tailment of the “welfare state.” It maintains that 
controls and allocations should be lifted, thus letting 
the economy find its own level. Moreover, a reduc- 
tion in taxes and other burdens on production might 
be effected through cutting the social service budget. 
The views of many conservatives and the chief 
economic weeklies seem to fall in this category. 

These policies are not necessarily mutually exclu- 
sive. This is especially true of devaluation, which 
might be combined with any of the others. 


OFFICIAL RECOMMENDATIONS 


Five types of specific policy to overcome the “long- 
term dollar problem” were advocated in the “Eco- 
nomic Survey for 1949:”% 

1. Promotion of home production in appropriate fields 
to save imports from hard currency areas; 

2. Expansion of exports to where gold or dollars can 
be earned, particularly North America; 


1Op. cit., p. 28. 


August, 1949 


BUSINESS RECORD 325 


3. Diversion of imports away from where gold or dol- 
lar payments are required; 

4. Promoting colonial development to maintain, or even 
increase, their dollar earnings;* 

5. Assisting other sterling countries to increase dollar 
exports and decrease dollar imports. 


These recommendations merely involved a continu- 
ance of the lines of policy then in force. However, 
when the trade gap began to widen in, April and 
rose to a new high in June, the restrictions on dollar 
imports were drastically tightened. 

In his speech to the House of Commons on July 6, 
Sir Stafford Cripps, Chancellor of the Exchecquer, 
confirmed unofficial reports about the severe fall-in 
the reserves of gold and dollars, and put the figures 
at £471 million on March 31 and only £406 million 
on June 30. He also announced that, since the mid- 
dle of June, all government purchasing departments 
had been given orders to postpone dollar purchases 
to the maximum extent practicable, and that this 
“standstill arrangement” was to continue for at least 
three months.” 

Sir Stafford laid stress on increases th productivity, 
lowering of prices and an export drive in the dollar 
market as the immediate policy, pending discussions 
with other countries. Apparently no major policy 
changes were then contemplated for the near future. 

On July 8, Sir Stafford began a meeting with 
United States Secretary of the Treasury John Snyder 
and Canadian Finance Minister Douglas Abbott. The 


1Elsewhere in the survey, colonial and commonwealth developments 
are called: “‘. . . an indispensable element in the program for devel- 
oping new sources of supply upon which our ultimate hope of solving 
the dollar problem is largely based.” (p. 22). 

2On July 8, The New York Times reported that the United Kingdom 
would terminate its payments of 25% in sterling (U. S. 75%) to the 
bs of Western Germany. The motivation was ascribed to 
the “crisis.” 


Table 7: United Kingdom Balance of Payments 
on Invisible Account 
Source: “United Kingdom Balance of Payments, 1946 to 1948” 


(Cmd. 7648) 
£ Millions 
Item 1948p 1947 1946 1938 
Payments 
oo 190} 181 | 145 80 
Interest, profits, dividends...... 112 106 80 30 
RUBUICE): oy ok Re es 10 14 17 €! 
Aiirnivelem Gri. 8.22% )0.8 LD 70 80 45 40 
cRatdamenstd dias.) bravh aviet Rai 382 381 287 157 
Net govt. overseas expenditures. 109 207 295 16 
Total payments ochesa. feces... 491 588 582 173 
Receipts 
ET FEI... 250| 205] 162} 100 
Interest, profits, dividends...... 162 153 153 205 
BENE eet LER ira, we Ds 35 21 12 28 
meer ticl), Secs. eee. ee 142 20 83 72 
SL ORAL POCEAPNG se sc case 5 gees 589 399 410 405 
USL AOE ee pee eS oe 98 | -189 | -172 232 


pProvisional. 


communique issued on July 10 was of a general char- 
acter. The participants had discussed the situation, 
the United Kingdom representatives had outlined 
their immediate plans, the objective of restoring sta- 
bility was reaffirmed, and the three ministers agreed 
to meet in Washington in September. Meanwhile, 
technical and fact-finding discussions would be tak- 
ing place. 

In paragraph 3 of the statement, however, the 
communique acknowledges the basic and long-term 
nature of the problem, a view to which the American 
representative assented: 


“Tt was agreed that the general approach to existing 
problems must be based upon full recognition of their 
profound and long-term character. The difficulties of the 
past few months were no more than an aggravation of 
deep-seated maladjustments. All agreed that remedies 
other than financial assistance such as that provided by 
the United States of America and Canada must be ex- 
plored.” 

IMPORTS CUT 


On July 14, Sir Stafford announced that Britain 
would cut her imports from the dollar areas by $400 
million in the current British fiscal year—a slash of 
about 25%. It was stated that the major saving 
would be effected on timber, paper and pulp, non- 
ferrous metals, and steel and copper. The planned 
increase in cotton is to be eliminated, and tobacco, 
machinery, manufactured goods and sugar will also 
be affected. 

The “excess” run of £44 million on the United 
Kingdom gold and dollar reserves in the second quar- 
ter is equivalent to about $705 million on an annual 
basis. At that rate, she would lose about $525 million 
more from about the date of the announcement of 
the dollar-buying reduction to the end of her fiscal 
year (March 31). Hence, the $400 million slice is 
aimed at the major portion of the recent trend of 
the deficit. 

The Finance Ministers of all the British Common- 
wealth were meeting in London while this announce- 
ment was made, and a communique was issued on 
July 18 stating that the countries they were repre- 
senting would also cut dollar imports by 25%.1 Rati- 
fication of the decision by the respective governments 
was proceeding in August. 


WHAT NEXT? 


A New York Times dispatch? reporting the com- 
munique commented: “It was obvious from the 
communique and Sir Stafford’s remarks at a press 
conference this evening that no permanent long- 
term solution for the sterling area’s chronic shortage 
of dollars had been found by the Commonwealth min- 


1Canada and South Africa, not being members of the sterling area 
dollar pool, are not, of course, participants in the plan. 
July 19, 1949. 
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isters.” Sir Stafford was quoted as saying that “a 
picture of a possible line of solution has begun to 
emerge,” but that the solution itself could not be 
expected to appear until the September Anglo-Can- 
adian-American talks in Washington, to which the 
communique also alluded. 

Shortly thereafter, the deterioration in British pay- 
ments was sharply underlined in ERP discussions. 
She had received $1,239 million in 1948-1949. Her 
original request for 1949-1950 was $940 million, which 
had been pared to $923 million in the reconciliations 
between various countries. With the impending slash 
in total Marshall aid funds below original estimates, 
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Britain’s share was thought to amount to about $840 
million. On July 26, at the meeting of Marshall Plan 
countries in Paris, the United Kingdom submitted 
a revised memorandum indicating that its dollar 
needs for 1949-1950 would be $1,518 million. Brit- 
ish Treasury officials immediately thereafter ex- 
plained that this was not a bid to receive half or 
one third of the available money, but a realistic esti- 
mate of the sterling area’s dollar deficit for 1949-1950, 
and that she was merely informing all interested 
parties as to how she stands. 
Lawrence A. Mayer 
Division of Business Economics 


Two Government Retirement Programs 


for Private Industry 


HE TWO separate federal laws which protect in- 
dustrial workers and railroad workers against the 
hazards of old age and death provide a sharp contrast 
in costs and benefits. The railroad worker pays 6% 
of his taxable wages and his employer matches this 
amount. Covered industrial workers and employers 
each pay only 1% of taxable wages.1 
Are railroad employees receiving six times as much 
protection as a result of their higher outlays? A com- 
parison of average monthly benefits indicates that 
they do receive considerably more than industrial 
workers for retirement, somewhat more for survivor- 
ship. They also receive retirement annuities for dis- 
abilities which are not payable under Old Age and 
Survivors’ Insurance. In addition, lump-sum residual 
payments guarantee that their survivors will get 
back every penny they have put in, a guarantee 
not extended to industrial workers. While all this is 
true, it is necessary also to examine the under- 
lying philosophies of the two programs and the differ- 
ing theories of financing to comprehend fully the 
reasons for higher railroad contributions. 


RETIREMENT BENEFITS 


The railroad worker who has been retired received 
an average monthly annuity of $84.28 in January, 
1949. Since no provision is made for additional bene- 
fits to dependents of retired workers, this may be re- 
garded as the average family benefit. In contrast, the 
aged industrial worker received an average monthly 
benefit of $25.41 on his own behalf. However, wives 
over sixty-five and unmarried children under eighteen 
received supplementary payments equal to one half 

‘Maximum taxable wages under the railroad system are somewhat 


higher than under OASI: $300 a month as compared with $3,000 
a year. 


the retired worker’s benefit. Thus the total family 
benefit to a retired worker with one eligible dependent 
was roughly $38 and with two or more eligible depend- 
ents it was about $50.1 

The differences in the average benefits under the 
two programs arise from differences in the time pe- 
riod covered, the level of wages, the procedures for 
computing average monthly earnings, and the for- 
mulas for deriving the benefit amounts.” 

Railroad workers who were on the private pension 
rolls of the carriers on March 1, 1937, and July 1, 
1937, were transferred to the board’s rolls. They re- 
ceived pensions only as long as they were not eligible 
for either old-age or disability retirement annuities. 
In January the average monthly pension was $71.08. 

As the Social Security technical staff pointed out, 
the railroad retirement system was in the main a staff 
pension plan.2 Except for the fact that it favored 
lower-paid employees it did not have the character- 
istics of a social benefit plan until the passage of 1946 
amendments which provided survivor annuities. 

It should be noted that some workers can and do 
qualify for and receive retirement benefits under both 
programs simultaneously. 

There is a good deal more similarity in the survivor 
benefits provided by the two programs than in the re- 
tirement benefits. The time period allowable for com- 
putation of benefits is the same but the formulas for 


1These are approximations only, as the average primary benefit 
of $25.41 is the amount paid to all retired workers whether or not 
they had dependents eligible for benefits. Total family benefits may 
not exceed twice the primary benefit (or 80% of the worker’s average 
monthly wage, or $85, whichever is least). 

2A mimeographed tabular comparison, “Methodology for Comput- 
ing Retirement and Survivorship Benefits Under the Railroad 
System and OASI,” is available to Associates upon request. 

‘Social Security Technical Staff of the Committee on Ways and 
Means, House of Representatives, “Issues in Social Security,” 
January 17, 1946, p. 53. 
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deriving benefits are somewhat more generous under 
the railroad plan.1 On the same earnings, monthly 
survivor benefits under the Railroad Retirement Act 
are about 25% higher and lump-sum benefits 67% 
higher than under the Social Security Act. 


SURVIVORS’ BENEFITS 


With the passage of the 1946 amendments, the sur- 
vivorship phases of the railroad program were co- 
ordinated with OASI. Workers shifting between em- 
ployments covered by the two programs thus now re- 
ceive full protection. The amount of recent work 
which the deceased worker had in the railroad indus- 
try generally determines whether survivor benefits are 
to be paid by the Social Security Administration or 
the Railroad Retirement Board. 

Before the 1946 amendments, the only monthly 
survivor benefits payable under the railroad plan 
were to surviving spouses of retired workers who 
had elected to receive reduced annuities during their 
lifetime in order to provide annuities to their spouses 
after death, and death-benefit annuities, payable for 
twelve months only, to the surviving spouses or de- 
pendent next of kin of 1935-act annuitants. 

1Please note that under OASI the “primary benefit” used in cal- 
culating survivor benefits is approximately the same as the monthly 
benefit which would be payable to the retired worker. This fact 
accounts for the confusion surrounding the computation of survivor 
benefits under the Railroad Retirement Act. Thus in “The Social 
Security Almanac,” p. 85, and The Conference Board Business Record, 
April, 1949, p. 128, it was stated that under the railroad plan the 
employee’s “basic amount,” which is the basis for the calculation of 
survivor benefits, is the same as the annuity which would be payable 
to the retired worker. Further investigation, however, revealed that 
the formula for computing the basic amount is (a) 40% of the first 
$75 of the average monthly remuneration; (b) 10% of the remainder 
up to $175; and (c) 1% of the total of (a) and (b) for each year after 
1936 in which the worker was paid at least $200 in railroad and social 


security employment combined. This is entirely different from the 
formula used to compute the railroad worker’s retirement annuity. 


Average Amount of Benefits Paid under Old-age 
and Survivors’ Insurance and Railroad 
Retirement, January, 1949 


Sources; Social Security Administration; Railroad 


Retirement Board 
Ra 
fad oleae eceat 
Retirement (monthly) 
For old age 
Rebbe WOLKERH on. a5 esc ccs sie wesls $84 .28a 
WA IRENA CEE nner tetas ners |, LO. SOR. > 
PaAReH Coed, Meets es cade s | at LS BOOM onearass 
PODMTRIISADIIEW Cy. 1 heals sls'e tistale o's aap o's > vie 82.68 
Survivorship (monthly) 
RMCURUIOOWS IA, §, Se itesisunintoie cea 333 « Fes. 29.27 
Young widows with children............ 26.85 
OE Oa OAR Ae no) Soe Saher ea ar 16.60 
LET CSS ge te Se ae 15.98 
Lump-sum benefits 
Insurance payments................... 300 . 86 
Mesidual payments: Boson. waves eave oe 399.60 


Note: See text for average amounts of pensions and survivor (option) annuities 
under the railroad retirement system. i : 

aThese amounts are not directly comparable as the family of an industria] worker 
may receive supplementary dependents’ benefits. text. 


More important than the monthly benefits under 
the railroad plan, however, in terms of the number of 
beneficiaries and total amounts of benefit involved, 
was a lump-sum payment, equal to 4% of an em- 
ployee’s taxable railroad earnings after 1936, minus 
any previous annuity disbursements. This payment 
was discontinued in 1946 and reinstated in 1948, ex- 
cept that the 4% applies to creditable compensation 
from 1937 to 1946, 7% thereafter. In addition, bene- 
fits paid to survivors of railroad workers under the 
Social Security Act are deducted. 

This so-called residual payment guarantees each 
railroad worker that the benefits he and his survivors 
receive will be greater than the taxes he pays into 
the railroad retirement system. It has no counter- 
part in OASI. 

Mirtam  Crvic 


Division of Business Economics 


Economic Notes 


Empire State’s Older People 


“More than 10% of the nation’s population sixty-five 
years of age and over resided in New York State on July 
1, 1948, according to information received by the State 
Department of Labor from the Social Security Administra- 
tion. An estimate by the SSA placed the number of older 
persons in the state at 1,173,534—3.2% greater than on the 
same date in 1947 and 26.6% above the total on July 1, 
1940. 


“New York State had 360,000 more older persons than 
Pennsylvania, which had the second largest aged population 
of all the states. California ranked third with 790,239. 

“New York State’s total population, excluding members 
of the armed forces overseas, was 14,165,000 on July 1,,1947, 
according to the United States Bureau of the Census. This 
is an increase of 5.1% since April, 1940.”—Source: New 
York State Department of Labor, “Industrial Bulletin” 
May, 1949, page 6. 


The Busy Executive 


“[These] indications of the fact that business executives 
often are overwhelmed by the volume of literature which 
they feel they ought to tap should be no occasion for sur- 
prise. The amazing thing is that executives are so per- 
sistent about doing all the reading that they do, and appar- 
ently with such care. Moreover, they seldom complain 
about editorial heaviness or length as such—indeed, they 
apparently welcome such treatment ?f it is also thorough or, 
as they often say, ‘meaty—but rather are conscious, and 
sometimes resentful, of what they get in proportion to what 
they have to read to get it.”—Source: Edward C. Bursk and 
Donald T. Clark, “Reading Habits of Business Executives,” 
Harvard Business Review, May 1949, page 342. 


WE MAKE MORE GOODS— 


VALUE ADDED BY MANUFACTURE 
304 


Measured in dollars, the contribution of manufacturers 
to the economic welfare of the country was more than three 
times as great in 1947 as in 1939. Prices, however, were 
very much higher in 1947 than in 1939. Gauged by the 
number of production workers employed, manufacturing in 
1947 was a little more than half again above 1939. There 
were nearly 40% more establishments engaged in manufac- 
turing. Thus, by whatever standards, progress since prewar is 
marked. Does this mean just more of the same sort of goods ? 
Does it mean any shift in where the goods are produced ? 


Index Numbers, 1939 = 100 


NUMBER OF PRODUCTION WORKERS 
153 


NUMBER OF ESTABLISHMENTS 
139 


1947 1939 1947 1939 
328 


—IN ABOUT THE SAME PLACES 


VALUE ADDED BY MANUFACTURE 


BY GEOGRAPHIC REGIONS BY INDUSTRIES 
1947: $74.4 BILLIONS =100% 1947: $74.4 BILLIONS = 100% 
MOUNTA 


EAST SOUTH CENTRA 
WEST SOUTH CENTRA' ee 


Much was heard during the war about a “migration” of industry. Some evidence of such 
changes remains, but the share of the East North Central states has not been altered at all. The 
second most important section, the Middle Atlantic states, lost ground relatively, as did New 
England. The West Coast was the largest. gainer—but all these changes are quite moderate. 

Changes in the types of goods are more marked. These changes may be mainly the result of 
different positions in the business cycle and so may be mostly transitory. Relatively more 
machinery and metal products were manufactured in the postwar year of 1947 than in 1939. 


1939: $24.5 BILLIONS=100% 1939+ $ 24.5 BILLIONS =100% 
1.1% 


oS, 


S= 
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Business Highlights 


Bes activity in a number of industries 
quickened during July. 

The revival in cotton textiles, an industry long 
depressed, was one of the outstanding features of 
the month. A pickup in rayon demand began a few 
weeks earlier. The prolonged hot weather stimulated 
demand for electric refrigerators, and, to meet it, 
a number of companies have stepped up production. 
Motor vehicle production broke all weekly records 
just before the Studebaker Corporation shut down 
for inventory, and the industry is raising its sights to 
break all records in August. 

Increased demand caused prices of copper, lead 
and zinc to rise further. Prices of print cloth strength- 
ened in response to renewed buyer interest. 

There has been no appreciable decline in Federal 
Reserve holdings of long-term governments since 
the Federal Reserve Open Market Committee’s an- 
nouncement late in June, but holdings of short-terms 
decreased as commercial banks purchased substan- 
tial amounts of bills and certificates. The stock mar- 
ket recovered lost ground in July, and in the week 
ended August 6 had returned to early February levels. 
The announcement of another cut in reserve require- 
ments of member banks stimulated trading in long- 
term government bonds, and prices moved up to the 
highest levels since 1947. 

Construction activity moved up again in July. 
A moderate rise in demand for steel has appeared 
and a slow upward movement in steel operations is 
in evidence. Price cuts have thinned out appliance 
inventories to a sufficient extent that these steel 
users are stepping up production again. This means 
that companies manufacturing automatic washing 
machines, deep-freeze cabinets and refrigerators are 
recalling workers. 

Personal income has been well sustained and con- 
sumer expenditures as shown by retail sales have 
held up reasonably well. But industrial activity is 
down 13% from the October-November (1948) post- 
war high and with inventories considerably reduced, 
consumer goods industries have displayed increased 
activity. 

In contrast, the present outlook for capital goods 
is nothing to provoke cheering. Demand for ma- 
chine tools, evidenced in new orders, is still declin- 
ing. Railroads have pared orders for new freight 
cars. Plant and equipment expenditures remain 
fairly heavy, but manufacturers are holding back on 
new contract awards. Profits in general were good 
in the first quarter, but slipped in the second. Re- 


duced volume, coupled with cost rigidities, promise 
an even sharper drop in corporate net income in the 
third quarter. 


PERSONAL INCOME UP 


On an annual basis, farm income rose in June more 
than wage and salary receipts fell, bringing an in- 
crease of $600 million in personal income. 

At seasonally adjusted annual rates this would 
indicate a total personal income of $213.5 billion, the 
highest monthly rate since last January (see Table 1). 


Table 1: Personal Income! 


Source: Department of Commerce 
Billions of Dollars 


Month 

1949 January... 23.0 
February. 21.2 
March... 20.9 
April 20.2 
May. 20.6 
June. 21.2 
LOQ48 June, st nnseccmsete 25.0 
First 6 months, 1949..... 21.3 
First 6 months, 1948..... 22.9 

% change 
June, 1948—June, 1949. -15.2 
6 mo. 1948-6 mo. 1949. -7.0 


1Seasonally adjusted annual rates 
aLess than +.05 


The decline in comparable wage and salary receipts 
(i.e., on an annual basis) was about $300 million. 

The three-day work week for bituminous coal 
miners, initiated in July, no doubt caused declines in 
salary and wage receipts in this very important seg- 
ment of the economy. But June figures (latest gen-. 
erally available) reveal a rising trend in earnings 
of workers in nondurable goods industries. (See 
Table 3.) The take-home increased in textile mills 
and other fiber manufactures, as well as in leather, 
food, tobacco, paper and allied products, chemicals 
and rubber products. Workers in some durable goods 
industries also realized higher earnings. The aver- 
age weekly earnings of production workers in auto- 
mobile assembly and parts plants rose in June, fol- 
lowing the settlement of work stoppages. Gains were 
also shown in the machinery, lumber, and iron and 
steel industries. On an over-all basis, both hard and 
soft goods registered month-to-month gains. 


EMPLOYMENT RISING 


July employment, according to Census Bureau esti- 
mates, approximated 59.7 million, or about 2 million 
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below last year’s peak. Factory employment has suf- 
fered the most over the year because of curtailed pro- 
duction schedules accompanying manufacturers’ efforts 
to cut inventories. 

Since the Census Bureau estimate, based on a sam- 
ple taken earlier in July, some improvement in fac- 
tory employment appears to have occurred. During 
the week ended July 23, initial claims for unemploy- 
ment insurance benefits dropped 25,100 to 316,500— 
the lowest level since the third week in June. Con- 
tinued claims also declined but these are still above 
a month earlier. Figures for a week each in May, 
June and July follow. 


Initial Continued 
ULE a ee ree eae 316,487 2,168,218 
“UST elt Fe MeN 5 Gere okaenoe 319,416 2,104,538 
LY rope 2 pein Solaire arse tas 326,105 2,076,792 


No official figures of nonagricultural employment 
(BLS estimate) for July are yet available. An in- 
crease of 70,000 workers boosted nonagricultural em- 
ployment to 43,736,000 during June. (See Table 2.) 
Factors accounting for it were seasonal expansion in 


Table 2: Wage and Salary Workers in 
Nonagricultural Establishments 
Source: Bureau of Labor Statistics 
Thousands of Workers 


1949 1948 |Per Cent Change 


May tolJune *48 


June! | May | April | June | June, |June 49 
1949 


BUREN Ret roar 3. aytye cis +2 43,736] 43,666) 43,939] 45,009} 0.2 | -2.8 
All manufacturing..... 15,061] 15,030} 15,332] 16,115} 0.2 | -6.5 
Durable goods....... 7,430) 7,451] 7,656] 8,122) -0.3 | -8.5 
Nondurable goods...} 7,631] 7,579] 7,676] 7,993] 0.7 | —4.5 
Wiring sets asl Sais 913} 908 919 950| 0.6 | -3.9 
Contract construction. .| 2,081] 2,016] 1,941] 2,173} 3.2 | -4.2 
Transportation, public 
TC ES 5 a ee 3,984] 3,952] 3,929) 4,105} 0.8 | -2.9 
lo ap eT 9,520] 9,535] 9,683] 9,670) -0.2 | -1.6 
BAIASIOE oe cho soared 5.60* sae 1,753) 1,740) 1,728) 1,726] 0.7 1.6 
2 re 4,641] 4,665] 4,634) 4,663) -0.5 | -0.5 
Government...........| 5,783] 5,820] 5,773] 5,607| -0.6 3.7 
Preliminary. 


the food-processing and construction industries and 
the termination of the Ford strike. But seasonal in- 
creases were not so great as last year. Construction 
employment rose during June to 2,080,000, which is 
100,000 below a year earlier. One reason for the 
slower rise is the later start of residential building 
this spring. The BLS expects employment in this 
industry to reach a new postwar peak in August of 
2.3 million. This figure, however, may not be reached, 
since fewer workers per square foot of floor area are 
needed for public than private construction, and the 
former is gaining in importance. 

Employment declined in eleven of the twenty ma- 
jor manufacturing groups according to the BLS. It 
was most severe in the machinery and iron and steel 
groups. 

In the nondurable goods industries, employment 
was better sustained. In textile mills, apparel and 
other finished textile products, leather and leather 
products, chemicals, rubber and some other indus- 
tries, fewer workers were laid off in June than in May. 


RAYON DELIVERIES RISE 


Restricted buying by the trade reduced cotton 
consumption to unusually low levels. Compared with 


Table 4: Cotton Consumption in Recent Years 
Source: Bureau of the Census 
Thousands of Running Bales 


Month 1949 
USIL UA Vetontons site Sas oust se 674.5 860.7 950.0 
February “ 640.2 785.7 839.4 
YEE Re RECN 720.9 880.0 875.3 
April 597.0 830.0 882.4 
IMB: Seek heer ras» 580.1 785.5 807.1 
Dime ete oa aoen. AF 600.5 800.3 729.4 
Dy eee ci Poke «tats oy Oe sme 627.4 677.8 
SELF GIA tp c axe eh ne aera ada 782.7 712.9 
Seplembercseeess ch i Ps Hake 739.1 728.6 
WICEGHELM Crt ies cele | kas 695.9 828.6 
INGveImber ater sacoaces | | dork ee 685.2 759.9 
TITS Sia eterna de ay eed | ea Be 680.7 7154.8 
Monthly average........] —....- 758.1 795.4 


TABLE 3: AVERAGE WEEKLY EARNINGS, HOURS AND AVERAGE HOURLY EARNINGS 


Source: Bureau of Labor Statistics 


1949 
Classification 
June May April 

Average weekly earnings: 

All manufacturing............. $53.68 | $52.86 | $52.70 

Durable goods. . me 57.57 56.82 56.86 

Nondurable goods. . 49.57 49.00 48 .35 
Average weekly Ihcidens 

All manufacturing............. 38.9 38.5 38.3 

Durable goods. . OF, sale 39.3 39.0 39.0 

Nondurable goods. . 38.4 38.1 37.6 
Average hourly earnings: 

All manufacturing............. $1.380 | $1.373 | $1.376 

Durable goods. . pea ras aes 1.465 1.457 1.458 

Nondurable goods. . 1.291 1. 286 1.286 


aPostwar high, 


1948 


March February January December | November October June 
$53.59 $54, 12 $54.51 $55.0la| $54.56 $54.65 $52.85 
57.37 58.21 58.69 59. 23 58.71 59.41a 56.13 
49.72 50.01 50.04 50.52a 50.18 49.70 49.37 
39.0 39.3 39.5 40.0 39.8 40.0 40.2 
39.4 39.9 40.2 40.7 40.4 40.9 40.5 
38.6 38.8 38.7 39.3 89.1 39.1 39.8 
$1.374 $1.377 $1.380 $1.376 $1.372 $1.366 $1.316 
1.456 1.459 1.460 1.456 1.454 1,452 1.385 
1.288 1.289 1.293 1.287 1.282 1.271 1.242 
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a year earlier, consumption was down 19% in the 
first quarter and about 26% in the second quarter. 
In June, it increased nearly 20,400 bales to 600,500 
bales—a gain of about 3.5% over May. This com- 
pares with a rise of 14,800 bales in June, 1948. This 
larger gain is needed more this year as the compara- 
tive figures in Table 4 show. 

Deliveries in June ran nearly 14% ahead of May. 
(See Table 5.) During the first six months of 1949, 
total shipments of rayon filament yarn and staple 
fiber totaled 412.4 million pounds, a decline of 23.5% 
from the same 1948 period. 

The Federal Reserve index of textiles and textile 
products output was at 177 (1935-1939=100) in 
May, 1948. One year later, it was down to 123, a 
drop of about 30%. In June, it recovered to 126, 
and a higher figure for July is expected. 

Shipments of automotive replacement batteries 
in June were nearly 55% above the May total and 
above the million mark for the first time since last 
January. There had been a steady decline from No- 
vember through April, so that the first-half figure 
was 50% below that of the same period in 1948. 
(See Table 6.) 

Optimistic about business prospects for the last 
half of the year, battery manufacturers expect total 
sales for the year to reach about 17 million units. 
This would mean shipment of 12 million units in 
the final six months as against 14 million units in 
the last half of 1948. 


RETAIL TRADE 


Department store sales in July showed very little 
change from June after allowing for seasonal vari- 
ation. Dollar volume fell about 9.3% from a year 
earlier (according to the Federal Reserve index of 
sales based on 1935-1939 as 100), as indicated in the 
table below. 


Month 1949 1948 % Change 
July; heer Se oe 282est 311 -9.3 
Jiine ue kaso Aen eee 284 308 -7.8 
SES aa er RE tS Ah 292 305 4.3 
April, ae ee, eee 294 307 4.2 
Marenteen. <4. on eek Q77 285 —2.8 
February sce sor one tne 281 286 Nd) 
JANUARY cote ae 294 286 +2.8 


The gap between sales this year and last has wid- 
ened each month. But since retailers have marked 
down prices all along the line, actual unit sales have 
held up remarkably well. The decline this year has 
thus been only moderate. Last year, volumes were 
climbing up to the midyear, and reached an all-time 
peak (311% of the 1935-1939 average) in July. 

Department stores stepped up their purchasing 
in June. In that month, outstanding orders of 296 
of the larger department stores rose 36.7%. This 
is about the same percentage increase as a year earlier: 


(Millions of Dollars) 


1949 1948 
PUNE Feros s rake eyecsis os cvs eee eee ere NER 287 462 
May, 6 8 Ot dor oe ee 210 339 
GZ ANCTEASES «/ceicaiee 0,54 Be eS AE 36.7% 36.8% 


But the dollar increase between the end of May 
and end of June is 37% smaller than a year earlier. 
This indicates retailers are still holding to their 
policy of hand-to-mouth buying even though sales 
on a unit basis are being well sustained. 

Sales of the larger independent retail stores in 
New England cities furnish some indication why 
dealers are beginning to place orders again. In Bos- 
ton, sales of motor vehicle dealers were 32% higher 
in June than a year earlier. In Providence, they were 
16%; and in Hartford, 9%. Providence stores selling 


Table 5: Domestic Rayon Shipments 
Source: Rayon Organon 
Millions of Pounds 


Monthly Average Filament Yarn | Staple Fiber Total Rayon 
TORS So abe ih, enc Cries 41.2 13.5 54.7 
HRY: erating eee te earia Reare 44.9 13.8 58.7 
1946.5. 2 eee 50.2 13.8 64.0 
ey i Meum areeeetee ts crcrrion a 55.5 14.6 70.1 
1047. oP onc ote eas 60.7 18.6 79.3 
1048) oe cee ine 69.7 22.0 91.7 
1949 January........... 69.8 17.8 87.6 
Bebruaryinc., onan 63.5 14.7 78.2 
Marché 854.56 outers 57.8 7.8 65.6 
Atoril a. fo sects ie vi 47.8 6.2 54.0 
Mayes. 6 oe ol. (ACL 59.4 
AU e Corer k rue acian rare 56.8 10.8 67.6 


men’s and boys’ clothing and furnishings reported a 
40% gain, and Boston stores an increase of 11% over 
a month earlier. Household appliance dealers in 
Boston report increased sales of 9%. 


PRICE MOVEMENTS 


Prices of industrial raw materials moved upward 
in July and the rise continued in early August. A 
strong upward movement developed first in nonfer- 
rous metals and spread to other materials needed by 
industry. The BLS index of seventeen industrial raw 
materials was at 214.6 (August, 1939) on Aug- 
ust 4, or 8.3 points above the low point reached at 
the end of June. (See Table 7.) 

Only five of seventeen commodities declined. Cot- 
ton is being depressed by prospects of another large 
crop, uncertainties associated with discussion of price 
supports, and by large stocks. Rubber is under 
pressure of competition with synthetic and of pos- 
sible devaluation of the British pound. Weak demand 
is depressing shellac prices. Prices of steers are 
moving down seasonably after reaching a peak in 
early June. Rosin prices have softened because of 
reduced exports to Great Britain and South America. 
Steel scrap in the Philadelphia market has remained 
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at $17 a ton for more than a month, with major mills 
still holding substantial inventories. 


MANUFACTURERS CUT INVENTORIES 


Manufacturers’ sales increased $400 million in June 
after adjustment for seasonal variation. 

June sales (of $16.5 billion) were down about $300 
million from April, but inventories were off nearly 
$900 million. As a result, the ratio of inventories to 
sales dropped to 1.84. This ratio is not so satisfac- 
tory as that of November, 1948, when the volume of 
business reached a postwar peak, but it compares 
favorably with before the war, even though business 
activity has expanded tremendously over the decade. 
Comparisons in billions of dollars are shown below. 


Ratio 
Month Sales Inventories Inventories 
to Sales 
June, 1949......... $16.5 $30.4 1.84 
November, 1948. ... 18.0 31.2 1.74 
June, 1948......... 17.9 29.7 1.66 
August, 1989....... ings} 10.6 2.01 


PLANT AND EQUIPMENT EXPENDITURES 


Expenditures on new plant and equipment con- 
tinued during the first six months of this year at 
the peak rate which has prevailed, with minor inter- 
ruptions, since the end of 1947. According to esti- 
mates prepared jointly by the Department of Com- 
merce and the Securities and Exchange Commission, 
$4.46 billion was spent during the first quarter as 
against $4.17 billion a year earlier. A preliminary 
estimate for the second quarter places expenditures 
at $4.82 billion, which is almost identical with a 
year earlier. 

During the final quarter of 1948, expenditures 
reached a high of $5.41 billion. In November of that 
year, the Federal Reserve index of industrial produc- 
tion attained a postwar high of 195 (1935-1939=100). 
By June, 1949, the index had dropped nearly 13.5% 
to 169. The average of production for the first six 
months of this year is about 5.6% below the com- 


Table 6: Battery Shipments 
Source: Association of American Battery Manufacturers 
Thousands of Units 


1949 1948 1947 
| aetna nollie 1,243 2,394 1,509 
MER. 826 2,254 1,601 
el ee 560 1,679 1,798 
ae 499 1,211 1,868 
ee i a, 686 1,027 1,873 
RRR At 8 6: 1,059 1,200 1,737 
eee eS 1,506 1,433 
| 2,519 2,073 
eek Pas. Ba, sabes 2,643 2,415 
a et I ais 2,845 2,854 
ae ee 5 2,539 2,683 
als wore oo, 1,905 2,597 


Ye Cee ee ee eu: 23,717 24,441 


parable 1948 period. It thus appears that capital 
expenditures for plant and equipment have been sus- 
tained while industrial activity declined. 

Contract awards for nonresidential building were 
higher in July than in June but 11.3% below a year 
earlier, according to the F. W. Dodge Corporation. 
Residential building awards were below both the pre- 
ceding month and a year earlier. 


SOME BAROMETERS 


Carloadings of miscellaneous freight and merchan- 
dise in less than carload lots are usually considered 
a good indicator of the movement of manufactured 
goods. There is no indication of a rise in miscellane- 
ous carloadings, although l.c.]. merchandise shipments 
have risen moderately from the low point reached 
during the holiday week of July 4. (See Table 8.) 

Some of the decline in carloadings of miscellaneous 
and l.c.l. merchandise reflects diversion to over-the- 
road trucking because of higher freight rates. Of 
the total tonnage of more than 3 million tons shipped 
in June by 317 carriers reporting to the American 
Trucking Association, about 150,000 tons, or 5%, 
consisted of miscellaneous commodities, including the 
items that follow on page 334. 


Table 7: Prices of Industrial Raw Materials, 1949 


Source: Bureau of Labor Statistics 


% Change 
Item August 4 | June 30 — 30 | January 6 
August 4 
Index (August, 1939=100)..| 214.6 206.3 +4.0 279.9 
Burlap cyosies ee ast he ses $ .171 | $ .148 | 415.5 | $ .183 
Gopperi(h he. eee 2 175 .159 | +10.1 234 
Cottons one * de 4 ses: nase 814 . 326 3.7 324 
Blaseed (1b. ime s seo occas 8.700 | 3.600 +2.8 | 6.000 
Hides bees alee 239 228 +4.8 272 
Lead (bs) ae teicss,- ostig eps .148 .120 | +23.3 215 
Primt clotha(yde)s ve: exci. = <.- . 136 ~195 +8.8 .156 
Rosin (100 thsi... eee on es ef) 62440 6.500 —0.9 7.650 
Rubber. (lb.)s eee < as eee . 162 164 -1.2 .192 
SHEHse bs. Mewecs conclave 5 565 .585 83.4 620 
STE HCHE So <..«/ccna.tetess's face = eectore ened OU 2.700 0 2.700 
Steel scrap (Chicago) (ton)..} 19.500 | 19.500 0 | 39.750 
Steel scrap (Phila.) (ton)....| 17.000 | 17.000 0 | 44.500 
Steers (100 Ibs.)...........- 25.875 | 26.375 =—F9 } 27.250 
PUT (IDE ot eoceaies + ere eae 1.030 1.030 0 1.030 
Wool, tops! (Ib.)............} 1.610 | 1.580] +1.9 | 1.725 
Dans (the) hex me ce Meee eS -107 .097 | +10.3 182 
INominal. 


Table 8: Miscellaneous and Less-than-carload 
Merchandise Carloadings 


L.c.l. Merchandise Miscellaneous 


Week Ended 
1949 1948 1949 1948 
AOA gk og haere 85,403 99,044 | 320,550 | 372,171 
UAT Os «ee ee oon Sates 85,002 97,457 | $22,080 | 373,104 
uit Ora. oa lah o 71,581 84,202 | 260,471 315,398 
oh Soe ee 91,049 | 105,236 | 328,360 | 383,126 
dane 26, - sos cask eee 91,222 104,978 | 335,573 | 385,415 
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August, 1949 


Household goods Paper 

Textiles Heavy machinery 
Groceries Tobacco 

Motor vehicles 


ea 
Agricultural chemicals Motor vehicle parts 


Movement of these goods increased 12.2% over May 
and was 1% above June, 1948. 

Electric power output, another significant business 
indicator, registered a sharp increase during the week 
ended July 30. Output rose to 5,518 million kilo- 


watt-hours. This was 3.1% higher than a year earlier 
and the highest since last March. The heat wave, 
causing increased use of electric power for cooling, 
electric refrigeration and air conditioning, was an 
important factor in the increase. But the pickup 
in industrial activity evidenced throughout the 
country cannot be overlooked. 


Witu1am B. Harper 
Division of Business Economics 


The Vanishing Lamb 


HE RAPID decline in the number of sheep in 

the United States in the past seven years has had 
far-reaching effects. Lamb prices have climbed to 
record highs at approximately three times the prewar 
level and wool production from the 1949 clip is the 
smallest on record. 

The number of sheep and lambs on farms on Janu- 
ary 1 totaled 32.0 million, a decrease of 43.1% from the 
peak of 56.2 million in 1942. This was the sharpest 
reduction for a seven-year period ever recorded for any 
kind of livestock, and the lowest level of stock since 
records began in 1867. The trend continued with a 
cut of 7.2% in numbers of all stock sheep in 1948. 

Only 4.1 million sheep and lambs were on feed this 
January 1 compared with 6.9 million as late as 1945. 
Breeding ewes were about 7% below a year earlier. 
But since slaughter of sheep fell 32% and lambs and 
yearlings 18% in the first five months of this year, 
there is some evidence (according to the Department 
of Agriculture) that sheep numbers may not be re- 
duced as much this year as they were in 1948. Lamb 
and mutton production this year will be approximately 
equal to that of the mid-Twenties. 


CONSUMPTION 


About 738 million pounds of lamb and mutton were 
consumed in 1948 compared with 765 million pounds 
a year earlier. This is about 130 million pounds be- 
low 1939. The peak of 950 million pounds was reached 
in 1942, 

Considering the growth in population, the decline 
in consumption is even greater. Approximately five 
pounds of lamb and mutton were consumed per person 
in 1948 compared with 6.6 pounds before the war. 
Consumption of all meats rose from 132.8 pounds 
per capita to 146.4 pounds in 1948. This year per 
capita consumption may be below the previous low of 
4.4 pounds in 1917. 

In comparison with other meats, lamb has evi- 
dently declined in importance in the average Ameri- 


can diet. In 1939, for example, 54.4 pounds of beef 
were eaten by each person, 7.5 pounds of veal, 64.3 
pounds of pork, but only 6.6 pounds of lamb and 
mutton. What part of this decrease can be attributed 
to changing consumer habits, and what part to de- 
creased production is difficult to say. Until March 
of this year, lamb prices did not increase relative to 
other prices despite the tremendous decrease in 
supplies. 

Demand is still strong, however, as evidenced by 
the relatively high price of lamb today. In late July, 
30- to 40-pound spring lamb sold for $51.90 per 100 
pounds at Chicago, down moderately from $56.20 a 
year ago. Good 500- to 600-pound steer beef carcasses, 
however, had fallen from $58.65 to $42.70. The 
strength in the price of lamb is explained by the 
rather specialized demand for the meat, as well as 
the decreasing quantity. 

An interesting aspect of this problem is the effect 
on lamb demand of a shift in the pattern of income 
distribution. It is eaten particularly on the East 
Coast and in urban areas along the West Coast. 
White collar and sedentary workers in general are 
the greatest consumers of lamb. With sharply in- 
creased wages of manual laborers during the war pe- 
riod, beef and pork demand rose considerably. Demand 
for lamb may have actually decreased, hidden by 
declining production. This may explain the relative 
stability of prices in the past few years. 

In periods of unemployment, demand for lamb re- 
mains fairly steady and could be explained by the 
relative stability of employment and wages among 
white collar workers. 


CAUSES FOR THE DECLINE 


Probably the most important factor in sheep pro- 
duction from year to year is the net return realized. 
A study of production costs from 1940-1944 by the 
United States Tariff Commission shows that a favor- 
able return of 97 cents a head was obtained in 1941. 
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The high point in sheep numbers occurred the follow- noticeable decline in the percentage of farms keeping 

ing year, when operators realized a profit of $1.14 per sheep. With growers everywhere it is probable that the 

head. In 1943, however, there was a deficit of 12 rather unfavorable outlook for wool in the postwar period 

cents per head; in 1944 of $1.22 and in 1945 of 61 may have influenced actions.” 

cents.1 The sharp decline in numbers started in 1943. And again, the department makes this statement: 
Labor costs represent from 20% to 30% of total - ' 

cost of production in the range states. Department Cost of hired labor and feed account for a greater 


percentage of cash costs in producing sheep, lambs and 
wool than in producing beef cattle. Hired labor costs 
probably are a more important consideration in producing 
sheep than they are in the production of mechanized crops 


of Agriculture estimates of farm wage rates in early 
1946 were about 300% above the 1935-1939 annual 
average. Although labor difficulties developed before 


1942, high wages in war factories and the draft such as grains.” 
greatly increased the problem. 
The Bureau of Agricultural Economics reported as OUTLOOK 
follows in May, 1945: At present, several factors favor increased lamb 


supplies. Lower feed prices, resulting from the huge 
corn crop, are particularly important. Approximately 
12% to 15% of sheepmen’s total cost goes to feed. 


“Conditions associated with or growing out of the war 
efforts seem to have affected the sheep industry more ad- 


versely than other livestock enterprise. . . . In the 

western sheep states, range operators were particularly Wage rates, however, have decreased only one cent 
hard hit by the growing shortage of experienced labor, an hour over a year ago in the mountain states, ac- 
the high level of wages, the high cost of supplies and in- cording to the Department of Agriculture. In July, 
creasing losses from predatory animals. The tendency to 1949, wage rates were 63 cents an hour compared with 
reduce numbers was as marked with growers in the native 64 cents one year earlier. The national average also 
sheep states—especially in the Corn Belt region—as with declined only 1 cent per hour. 

range operators. The causes of the declines with these Because of the nature of the work, availability and 


producers are less clear. Perhaps many of them felt that 


reliability of help i bably of greater importance 
the sheep enterprise offered less promising returns than reprcteted irs ape Cen a ne 


6 : : ‘ to the farmer than the level of rates. Unemployment 
other livestock; getting sheep shorn became increasingly : ery fi f the lab 
difficult, and with others it may have been a case of 2 ai will directly affect the nature o . 5 akties 
having to reduce the work and worry load somewhere and supply in the less desirable sheep and lamb industry. 
sheep were most readily eliminated. Returns have increased in the form of moderately 
higher prices. The average price received by farmers 


; aa alt . 5 3 
‘Reports from farmers indicate that much of the re Pee teria, Incihe ober pee wionithw otiio40. dotaled 


duction in sheep numbers in the farming states was caused 


by producers giving up sheep raising entirely, with a ‘The wool situation is probably responsible only in a small way 
——— for the recent decline in sheep es Dk Ae ei Review, op. cit., 
1Dr. A. F. Vass as stated in Monthly Review, Federal Reserve February, 1946. The wool aspect will be discussed in full in a sub- 


Bank of Kansas City, Sept. 30, 1946. sequent article. 


MEAT PRODUCTION AND CONSUMPTION,! 1900-1948 
Source: Department of Agriculture 
Figures in Millions of Pounds; Per Capita in Pounds 


Lamb and Mutton All Meats Beef Veal Pork 
nsumpti 3 > . . 
Production Conrumption Production ot Production fol Production wate Production a 
Total Per Capita Per Capita Per Capita Per Capita Per Capita 
REMUS fe es eenaee oe, 493 492 6.5 12,847 150.7 5,628 67.1 897 5.2 6,329 71.9 
Bela. fee. . del. 81258. 597 596 6.4 13,998 145.1 6,647 69.8 667 y gael 6,087 61.8 
US 538 578 5.4 15,334 135.0 6,306 58.6 842 7.9 7,648 63.1 
ee ee oe 825 824 6.7 16,016 128.3 5,917 48.6 792 6.4 8,482 66.6 
MEPS PGP as, 0.4.4. e:a.e..8'9 877 923 7.2 14,427 116.7 6,608 52.9 1,023 8.5 5,919 48.1 
Se ee 854 849 6.6 16,761 129.8 7,358 60.1 1,075 8.3 7,474 54.8 
En a 852 857 6.6 15,709 125.4 6,798 54.8 1,108 8.6 6,951 55.4 
EE ADOSES ME pt. ve! ip Scie ‘Sada 894 894 6.8 16,479 126.2 6,908 54.0 994 7.6 7,680 57.8 
US ord eae Ra 4 872 869 6.6 17,534 132.8 7,011 54.4 991 7.5 8,660 64.3 
OS. BEAM ES OE. LE 876 873 6.6 19,076 141.7 7,175 54.7 981 7.4 10,044 73.0 
UR eetdic 5 (raed nod wp ieyes 923 901 6.8 19,569 142.8 8,082 60.5 1,036 7.6 9,528 67.9 
| Las SEES pee 1,042 950 7.2 21,912 139.5 8,843 60.8 1,151 8.2 10,876 63.3 
iP Saree 1,104 830 6.4 24,482 146.0 8,571 52.9 1,167 8.2 13,640 78.5 
Ie ACRES oo Salnss cn Be 1,024 857 6.6 25,178 153.5 9,112 55.8 1,738 12.4 18,304 79.2 
BURR «Ate s thea needa 1,054 943 7.3 23,687 144.4 10,275 59.0 1,661 11.8 10,697 66.3 
OO Doanagheraceduchticearstah 970 925 6.6 22,956 153.4 4,373 61.3 1,440 9.9 11,173 75.6 
the te oe aes 6 Sey 802 765 5.4 23,430 155.0 10,428 69.1 1,599 prey 10,601 69.8 
WRRB SS hats cess eters 753 738 5.0 21,599 146.4 9,181 63.3 1,419 9.4 10,246 68.7 


1From United States slaughter. 
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$23.75 per 100 pounds as against $22.08 in 1948. The 
average annual price in 1938-1947 was only $11.88. 
The price of sheep increased only moderately from 
$9.72 in 1948 to $9.98 per 100 pounds in 1949. 

No recent data on net profits are available. But 
from known conditions of costs and prices, the De- 
partment of Agriculture looks for moderately increas- 
ing supplies over the next few years. 


Rost Nawicu 
Division of Business Economics 


Business Forecasts 


Charles Sawyer, Secretary of Commerce (radio symposium, 
July 24)—“It is highly unlikely that we shall have any 
serious depression.” 

Sumner H. Slichter, Harvard University (Trusts and 
Estates, July, 1949) —“If I were to predict that the output 
per capita of the American economy by 1980 would be 
$2,385 (in terms of present dollars) . . . this would mean 
that the average family of four would have an annual 
income of $9,540 (approximately 66% above the present 
level). . . . This rate of growth is only slightly greater 
than the economy has been accomplishing in the past— 
namely, 2% per capita a year. . . . The prospect is that 
output will increase even faster in the future than in the 
past. The principal reason for this belief is the rapid 
growth of industrial research.” 


Standard and Poor’s 1949 (est.) 1948 


Gross national product (billion $).... 250 262 
National income (billion $).......... Q14 226 
Personal income (billion $)........... 208 212 
Industrial production (1935-39=100). 174 192 


Dun and Bradstreet, “Survey of Business Expectations” 
(June) —“Of the 780 concerns, 48% expected dollar sales in 
the last half of 1949 would be as high as or higher than last 
half of 1948 sales. One quarter of the participating con- 
cerns expected an increase of more than 5% in sales, one 
quarter expected a drop of more than 14% and one half 
expected sales to be somewhere between these two figures. 

“Of the total of 729 concerns, 57% expected that their 
earnings would be under their last-half earnings in 1948. 
Wholesalers seemed to expect the greatest downward adjust- 
ment, whereas manufacturers of nondurable goods expected 
the most favorable comparison.” 

Bureau of Agricultural Economics (“National Food Situ- 
ation,” released August 8) —‘‘The general level of retail food 
prices in 1949 is expected to average lower than last year, 
but economic activity this year is expected to continue suf- 
ficiently high to maintain consumer income and purchases 
at a high level. Food exports from the United States in 
1949 are likely to remain large, but will be smaller than a 
year ago.” 

William Wagner, executive secretary, National Associ- 
ation of Credit Jewelers, (address at National Jewelry Fair, 
July 25)—“As far as we are concerned this is a healthy 
straightening out process within our industry. We can ex- 
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pect to keep sliding down in 1950, but then it should level 
off.” Sales are expected to slip to $800 million this year 
from $900 million in 1948. 

Thomas S. Holden, president, F. W. Dodge Corporation 
(press release, August 14)—An analysis of trends in the 
construction industry since V-J day indicates that building 
now is somewhere near mid-point of the postwar adjustment 
phase. “Residential building should continue relatively high, 
probably less than the 1948 volume, during the next several 
years.” 

Department of Commerce, (Construction and Construc- 
tion Materials, July, 1949)—in millions of dollars— 


1949 (est.) 1948  %change 

Total new construction....... $19,000 $18,775 +1 
Private, 2: nek eee 13,825 14,563 -5 
Residential (excl. farm)... . 6,500 7,223 -10 
Nonresidential............ 3,350 3,578 -6 
Farm construction....,.... 450 500 -10 
Pubbe ahility..: seaneeere 8,525 3,262 +8 
Publica aan ee ote bee 5,175 4,212 +223 
Residential......: sana eree 200 85 +1385 
Nonresidential............ 1,575 1,057 +49 
Other. Sere, 3 ee. A aee 3,400 3,070 +11 


National Association of Hosiery Manufacturers, (Hosiery 
News Letter, August 3) —“We are of the opinion that total 
shipments for the second half of the year will be substan- 
tially higher than those shown in the first half of the year.” 

Tom Balfe, vice president, National Distillers Products 
Corporation, (August 8) —“Bulk whiskey prices have firmed 
and, together with business generally, we look for substan- 
tial sales gains during the rest of this year.” 

S. Logan Stirling, manager, Investment Research Depart- 
ment, Eastman, Dillon & Co. (Commercial & Financial 
Chronicle, July 21)—‘“A relatively high level of national 
income is expected to be maintained for some time to come, 
and should prices ease in line with lower material costs or 
excise taxes be reduced, per capita consumption [of beer] 
may exceed the postprohibition high of 18.76 gallons in 
OAT A! See 

Frank E. Seidman, Seidman & Seidman— (Furniture Age, 
July, 1949)—“If wage and other costs can be lowered 
through increases in productivity and efficiency, and if 
downward price adjustments can be made with ingenuity 
and skill, 1949 should turn out to be another good year 
for the average furniture manufacturer. Of course, volume 
and profits margins in 1949 will be lower than in record- 
breaking 1948. However, for the company that adjusts 
prices, stresses quality, improves design and applies aggres- 
sive marketing policies, 1949 should still be very good, 
measured by any normal yardstick.” BRieN! 


Savings Institutions and the Capital Markets—The 
influence of institutionalized savings upon the capital mar- 
kets. By Charles H. Schmidt, Federal Reserve Bulletin, March, 
1949. 


Work and Wealth, A Human Valuation—“‘How far 
. can measurements of concrete wealth furnish reliable 
information regarding the vital values, the human welfare, 
which all economic processes are designed to yield?” By 
J. A. Hobson, Peter Smith, New York, 1948. Price, $3.50. 


Selected Business Indicators 


(Annual statistics appear in ““The Economic Almanac 1949,” pages 36, 37) 


1948 Percentage Change 
Item Unit May, June, 6 Months, 
per 1949 to 1948 to 1948 to 
June, June, 6 Months, 
1949 1949 1949 
Industrial Production 

ProtasiCE RB)! GS), occ actostne cues: 1935-39 =100 || p 169 174 179 184 192 2.9 —12.0 -5.6 

Manufacturing (FRB) (S)........ 1935-39 =100 |] p 175 179 185 193 198 2.2 -11.6 5.5 
Durable goods (FRB) (S)....... 1935-39 =100 |] p 194 201 213 223 222 -3.5 -12.6 4.5 
Steeles... hone ge ceee eee hen 000 net tons 6,498 7,590 7,785 8,388 7,265 -14.4 -10.6 +6.5 
Pig PON tyy5)«.cioiereraysinveors nye hiore, 3 000 net tons 4,819 5,517 5,531 5,820 4,991 -12.7 3.4 +12.9 
Copper (refined)..............|] net tons 92,118 98,139 93,873 88,165 105,221 -6.1 -12.5 -14.5 
ead (refined): ..25..5.20..0.03- net tons 46,429 51,605 50,150 53,947 47,227 -10.0 =1.7 +1.9 
Pine, alah) cn ee oe eiseiemes net tons 74,054 77,587 75,921 78,121 68,309 4.5 +8.4 +5.1 
Glass containers.............. 000 gross 8,061 7,602 7,035 7,288 8,107 +6.0 —0.6 -12.8 
rari boxy cart. d. it cleindis ieee taees million bd. ft. n.a. 2,731 2,604 2,656 3,0014q) +4.9b -9.0c -13.6d 
Machine tools® ...)..2.0,5sictere cases 1945-47=100 ||» 79-0 72.8 74.7 75.8 94.4 +8.5 —16.3 -12.6 
Machinery (FRB)............ 1935-39 =100 Pp 226 |r 232 240 252 QT7 —-2.6 -18.4 Sa 
Transportation equip. (FRB). .|| 1935-39 =100 || » 239 | r 220 238 240 222 +8.6 +7.7 +2.1 
Automobiles, factory sales... .|} units 493,882 394,703 436,392 402,402 312,406 +25.1 +58.1 +33.9 
Nondurable goods (FRB) (S)...|| 1935-39=100 ||» 161 161 162 168 179 0 -10.1 -6.5 
COMLOD eek oe ee oer eee bales 600,495 580,078 597,031 720,892 800,347 +3.5 —25.0 —22.8 
VOOM. een WS oe Slo taki claw million pounds n.a. 37.7 |r 35.6 |r 44.4 62. 4a +5.9b -39.6¢ -32.6d 
RR OFA VARI oe ihc ahaisjels' donne million pounds] p 56.2|r 51.7|r 48.2 57.8 70.7 +8.7 —20.5 -14.4 
Food prod., mfd. (FRB) (S)...|| 1935-89=100 |p  164]r  162|r 162 162 163 +1.2 +0.6 +1.8 
Chemicals (FRB) (S)......... 1935-39 =100 Pp 231 234 BSF. ir 245 256 —1.3 -9.8 -3.8 
Newsprint, North American. ..|} short tons 513,359 519,453 517,967 534,100 490,290 -1,2 +4.7 +6.9 
RADON Bese Sa aia) s.6 0%0 i013 :014) sides % of capacity P 80.9 |r 82.7 85.1 89.1 95.7 —2.2 -15.5 -12.1 
Paperboard. <ssc0e. ses eee. % of capacity 75 78 79 79 94 -3.8 —20.2 -18.9 
Boots and shoes.............. thous. of pairs n.a. |p 34,958 |r 37,626 44,818 33,974a -7.1b +2.9¢ -3.9d 
Cigarettes (small)?............ millions 32,735 |r 30,691 27,307 31,448 31,269 +6.7 +4.7 +1.9 
Mirtmg (PRE \(S)ccm.ccns osc + 1935-39 = 100 134 |r 145 148 136 159 -7.6 -15.7 -6.3 
Bituminous coal.............. 000 net tons 835,274 |r 47,945 46,417 33,096 53,118 ~26 . 4 33.6 -10.6 
ARIERVACILOS. 5%, deja sueiareisisis oie oS 000 net tons p 3,407 4,403 3,722 2,373 4,590 —22.6 —25.8 27.7 
Crude petroleum?.............|] 000 barrels n.a. 4,972 5,012 5,224 5,502a) -0.8b -9.6¢ -3.9d 

Electric powert..............2005: million kwh 5,332 5,246 5,336 5,475 5,119 +1.6 +4.2 +5.6 

BOHREENOLLON?. wrocbuisuele cisterna sicuse ots 000 dollars 945,676 880,344 842,586 747,619 935,198 +7.4 +1.1 -6.3 

Heavy engineering—Public®........ 000 dollars 91,878 86,938 78,918 79,894 66,376 +5.7 +38. 4 +18.3 

Heavy engineering—Private®....... 000 dollars 87,348 | 65,990] 68,505 | 68,812] 82,708 |} +39.4 +5.6) 417.4 

Distribution and Trade 

Carloadings, total**,.............. thousand cars 728.3 770.0 766.2 663.4 868.8 -5.4 -16.2 -9.8 

Carloadings, miscellaneous**........ thousand cars 329. 4 335.3 345.5 348.6 377.8 -1.8 -12.8 -9.1 

Retail trade (NICB) (S)........... 1935-39 = 100 n.a. |r $21.8 323.3 318.0 328. 5al -0.5b -2.0¢ +0.2d 

Department store sales (S)......... 1935-39=100 || p 284 r 292 294 Q77 308 -2.7 -7.8 =o et 

Variety store sales (S),............ 1935-39 =100 |} p 215.6 |r 223.1 221.2 226.3 220.4 -3.4 2.2 +3.5 

Rural retail trade (S)..............]] 1929-31 =100 n.a. 342.7 349.8 342.6 350.9a -2.0b =—23¢ -6.7d 

Grocery chain store sales (S)7...... 1935-39=100 ||» 358.4 |r 365.0 866.3 367.1 357.4 -1.8 +0.3 +1.4 

Magazine advertising linage........|| thous. of lines 2,814 3,806 4,350 4,301 3,151 -26.1 -10.7 -6.6 

Commodity Prices : 

All commodities (BLS)............ 1926 =100 154.4 155.7 156.9 158.4 166.4 -0.8 —7..2 -3.9 
IR aw Wis terials. ise syces aos o:0.0e.8s 1926 =100 164.3 |r 165.9 165.8 167.3 182.6 -1.0 -10.0 -6.6 
Semi-manufactured articles....... 1926 =100 146.6 149.5 16351 156.9 156.1 -1.9 6.1 -1.0 
Manufactured products.......... 1926 =100 150.6 |r 151.5 |r ~ 153.0 154.1 159.7 —-0.6 =p. —2.7 
APR PLOCUCtS! «cert ase oe cis eo oe 1926 =100 168.5 171.2 170.5 171.5 196.0 -1.6 -14.0 -10.5 
MGOUS nae erai es Meee els cee Bake she 1926 =100 162.4 |r 163.8 162.9 162.9 181.4 —-0.9 -10.5 cad ea | 

Sensitive industrial (NICB)*........ 1929=100 127.1 130.1 132.8 144.3 154.6 -2.3 -17.8 -11.0 

Sensitive farm (NICB)*............ 1929=100 170.8 168.5 169.4 Abe fi 224.5 +1.4 —23.9 —-21.1 

PUREE PRICES es «prensa tere so eis ets 1935-39 = 100 n.d. 188.4 189.2 189.4 192.1 —0.4b -1.9c -0.3d 

Securities 

Total stock prices (Standard & Poor’s)|| 1935-39 = 100 112.0 LIF 118.5 118.0 135.1 4.8 -17.1 —4.9 
DI BERI AIS: ic cls Pine Be nk S's «chante 1935-39 = 100 117.0 123.5 124.2 123.7 142.7 -5.3 -18.0 -5.0 
RRPRIBERLGAN Fh ceccaioce sees aia Ws iacccste san fs 1935-39 =100 88.4 95.8 97.1 97.4 125.6 —7.7 -29 .6 -13.7 
(RETA CT ie ap See ears RB, A a ae 1935-39 = 100 93.0 95.3 96.1 95.3 100.6 —2.4 —1.6 -1.5 

Totalno. shares traded N.Y.Stock Ex.|| thousands 24,306 24,006 27,854 24,807 42,416 +1.2 42.7 -32.0 

Corporate bond yields (Moody’s)...|} per cent 3.00 3.00 3.00 3.00 3.0) 0 0 -2.1 

Financial Indicators 

Bank debits, outside New York City§| million dollars 55,388 |r 52,008 |r 53,374 |r 58,637 56,667 +6.5 -2.3 -0.2 

New capital corporate issues....... 000 dollars 1,211,488 294,929 681,166 383,241 595,198 +310.8 +103.5 +5.6 

eroding 16StlCas, ee oe esas oss 000 dollars 30,519 31,250 1,056 39,260 28,897 2.3 +5.6 -43.9 

Comm., industrial and agric. loans‘.|| million dollars 13,351 |r 13,815 14,409 15,043 14,298 -3.4 -6.6 +0.7 

Total personal income (S).......... billion dollars 213.5 212.9 }]r 212.5 )r 212.4 213.4 +0.3 +0.0 +2.2 

Money in circulation, end of month." million dollars 27,493 27,507 27,417 27,439 27,903 -0.1 -1.5 -1.4 


elec races atiritteinetie ame ain Sn annie nad eset tel A A ee A ad atl I A alent SS EEE 1 nt fect ER SE 
SAdjusted for season variation ‘Shipments *Consumption; cigarette consumption"measured by tax-paid withdrawal *Average daily ‘Average weekly *F. W. Dodge ‘Engineering 
News- Record—average weekly 7Grocery and combination chain store sales *140 centers aMay, 1948 bPercentage change, April, 1949 to May, 1949 cPercentage change, May, 1948, to 
May, 1949 dPercentage change, 5 months, 1948, to 5 months, 1949 estimated n.a.Not available pPreliminary *Value as traffic indicator subject to variations in length of haul and 
amount loaded. rRevised. 
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Great Britain’s Wartime Wage Policy 


REAT BRITAIN did not freeze wages during 

World War II. At no time during that period 
did the British Government pursue a firm policy of 
directly holding down wages. Instead, government 
policy was directed toward controlling prices and ra- 
tioning the supply of goods. It was felt that if the 
main items in the wage earner’s budget could be 
supplied in sufficient quantity and at reasonable 
prices, the chief reasons for labor’s demands for 
wage increases would be eliminated. 

Except in industries where wages were set by trade 
boards or similar bodies, wage rates in Great Britain, 
previous to World War II, were, in general, deter- 
mined by collective bargaining between employers 
and unions, in many cases on an industry-wide basis. 
Government intervention was normally limited to 
providing facilities for voluntary conciliation and ar- 
bitration. The only laws in effect regulating wage 
payments were acts which provided machinery for 
fixing minimum wages in agriculture, transport, and 
certain substandard industries, and a House of Com- 
mons resolution requiring payment of recognized wage 
rates on government contracts. 

After the outbreak of the war, the government 
decided to continue to rely on peacetime processes, 
making only such adjustments as time and changing 
conditions would warrant. 

Between October, 1938, and July, 1945, the average 
weekly earnings of manual workers in Great Britain 
rose 80%. This rise is attributable in part to the ex- 
tension of wage incentive systems; workers shifting 
from lower-paid to higher-paid industries; longer hours 
and consequently more overtime pay; premium pay 
for week ends and night shifts; and a narrowing of 
the differential between male and female workers. 
However, the increase in wage rates during the period 
was the most significant factor affecting the increase 
in earnings.’ Average weekly hours had increased from 
46.5 in October, 1938, to 50 in July, 1943, but by the 
end of 1944 had declined again to 47. At the end of 
1944, however, average weekly earnings were 76% 
above the prewar level. Wage rates? during the same 
period had increased about 46%. 


1See United States Department of Labor, ““Wage Trends and Wage 
Policies: Various Countries,” Bulletin, No. 934, p. 2. 

*Wage rates relate to rates of wages for a normal week and are not 
affected by increases in average earnings which result from such 
factors as fuller employment, overtime, and incentive and piecework 
systems. They do not include the effects on the general level of 
wages of changes which have occurred in the proportions of workers 
employed in different industries or in the proportions of male and 
female workers employed on time or piecework. 


Wages rose rapidly after Britain’s entrance into war 
and by the end of 1940, wage rates stood 16% above 
the September, 1939, level. This rapid increase was 
owing, in great measure, to pressure exerted by in- 
creased prices. 

Wage-rate increases were in many industries? 
tied automatically, by a sliding-scale arrangement, to 
increases in the official cost of living index. Some 1.5 
million workers were so affected in 1939 and 14% of 
total wage increases in that year were directly caused 
by these sliding-scale agreements. By 1944, the num- 
ber so affected had grown to 2.5 million, or 15% of 
total civilian employment in industry and services. 

The only wage regulation mechanism instituted 
during the war was the National Arbitration Tribu- 
nal,” established in July, 1940, to settle labor disputes 
which had been referred to it by the Minister of 
Labor and National Service. The procedure was that 
when a dispute had been reported to the Minister 
of Labor, the department attempted to have it settled 
by the normal machinery of industry. If that failed 
the dispute was referred within twenty-one days to 
the Tribunal for compulsory arbitration. Only if 
the Minister of Labor did not accomplish a settle- 
ment or report the dispute to the Tribunal within 
twenty-one days was a strike legal. This act also 
made it mandatory for employers to observe the 
terms and conditions of settlements of collective bar- 
gaining and arbitration awards. 

The Tribunal was permitted to decide wage dis- 
putes on a pragmatic basis, case by case. The influ- 
ence of the Tribunal was limited, since it had no juris- 
diction over cases not in dispute. Employers who were 
willing to grant increases either unilaterally, or in 
collective bargaining, did not have to obtain govern- 
ment approval. 


PRICE STABILIZATION 


The government decided in April, 1941, that price 
stabilization was essential. It had become evident 
by the end of 1940 that rising prices were creating a 
pressure upon wages which was developing into a 
vicious inflationary spiral. During the last quarter 
of 1939 alone, the wholesale price index and the 
official cost of living index had risen 28% and 14%, 

1Industries in which such agreements were operative included 
mining and quarrying; pottery, glass, etc.; iron and steel and other 
metals; textiles; clothing; food, drink and tobacco; woodworking; 


building and allied industries, and miscellaneous other industries 
and services. 


*Conditions of Employment and Arbitration Order, July 25, 1940. 
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respectively. This initial rapid increase in prices was 
mainly owing to three factors: 


1. The depreciation of the pound sterling. In a 
period of a few months, just previous to the war, the 
pound fell from $4.68 to $4.02, resulting in higher 
sterling prices for imported goods. 

2. The prices of British imports were increasing in 
the country of their origin. 

3. A sharp imcrease in shipping costs occurred in 
the early months of the war. 


The Prices of Goods Act, 1939, came into operation 
on January 1, 1940. This act enabled the freezing 
of a wide range of goods at the level prevailing on 
August 21, 1939 (some increases were permitted). 
This law did not control services. Rent had been 
controlled for years! and certain foods since Septem- 
ber, 1939.2 

However, the reduction in the supply of civilian 
goods and the increased spending power of the people 
combined to put pressure upon a relatively ineffect- 
ive® price control mechanism. Wholesale prices ad- 
vanced an additional 19% and the cost of living went 


1The first control of rent was instituted in 1915. This Rent Restric- 
tion Act applied to all houses under a certain value and prevented 
any increase in rent or eviction of tenants. An act continuing the 
control and doubling the value limits was passed in 1919. Since 
that time, rent control was never completely removed. This control 
was continued and extended in 1939. As of early 1943, some 98% of 
total British housing accommodations was subject to control. 


?Through the Ministry of Food, created September 8, 1939, under 
the Emergency Powers (Defense) Act of August, 1939. 


3Under the Prices of Goods Act, prices could be raised without 
requesting permission or notifying the authorities. A complaint could 
be filed by a customer, but since no schedule of frozen prices was 
posted, the customers did not know what the legal price was and 
lodging a complaint was complicated. There were no inspectors to 
check prices. In addition, the terms of control were applied mainly 
to retailers, and there was much complaint of profiteering at the 
preretail level. See “British Price Control,” British Information 
Service, New York, April, 1943. See also Jules Backman, “Retioning 
and Price Control in Great Britain,” The Brookings Institution, 
1943, p. S7ff. 


Table 1: Average Weekly Earnings of Manual 
Wage Earners in Great Britain! 


Source: Ministry of Labor.and National Service 


Index Numbers, 


Date October, 1938 = 
100 
OUP AT an BE ERE » aaa alga imac ld Anes ae epee 100 
Berio Os. Som, AL COPANO! 130 
NN ai in tres Share Sars Macc sae oH 142 
Cat eile Mh i pie Oe Rape I I a COR ES in 146 
0 US ie SMT pds eae ee Rie 160 
MannAny, MOAS fom Isp. tts. ob). ipa eels ae dS 165 
NE Siren 2, 30 RS A Rts 176 
OER ECON OS Oo a oe ee Oe 179 
ROR 25°50 hn het rr 182 
(AAS a a, ni ae ere ae 176 
LS A AL ER I a Be 180 
Gatinrys 2040c cite Maras. ores. Be. .Y 174 


1The figures represent the actual earnings in one week of the months indicated, 
inclusive of payments of overtime, pet work, etc., and of amounts earned on piece- 
work, or other methods of payment by results, before deductions. Administrative 
and clerical workers and other salaried persons have been excluded. The principal 
industries and services not covered are agriculture, coal mining, railway service. 
the shipping service, port transport (dock labor), the distributive trades, catering 
trades, entertainment industries, commerce and banking, and domestic service, 


up 11% during 1940. Wage rates increased 12% and 
average weekly earnings rose, probably 15%, during 
the year. 

In April, 1941, when the cost of living index stood 
at 128 (September 1, 1939=100), the government 
undertook to stabilize consumer prices at between 
25%-30% above the prewar level, as measured by 
the official cost of living index. The Goods and Serv- 
ices (price control) Act, 1941, became law on July 22 
of that year, strengthening price control considerably 
and expanding control to cover services.1 Other im- 
portant factors in stabilization were the expansion of 
subsidies in 1941 and the following years, and heavy 
rates of taxation. 

The primary objective of subsidies was to hold 
down the cost of living index, thereby restraining de- 
mands for wage increases. The subsidies, accordingly, 
were concentrated on those food products included 
in the index. The food component, which accounted 
for 60% of the cost of living index, actually declined 
4% from 1941 to 1942 and thereafter rose slowly to 
exceed the prewar level in 1945 by 23%. 

The government in July, 1941, urged that, since 
the cost of living was being stabilized, there be no 
further increases in basic wage rates except for level- 
ing up low wages. The Tribunal was asked to keep 
this factor in mind when settling wage disputes, and 
labor unions and employers were requested to regu- 
late themselves voluntarily. 

The government’s program for stabilization of the 
cost of living index at from 25% to 30% above pre- 
war was relatively successful. The index had risen to 
a wartime high of only 134 (September 1, 1939=100) 
by July, 1945. Strict rationing and distribution con- 

1Under this new act, the Board of Trade could set maximum 
scheduled prices or margins, which were uniform for all sellers of a 
given class. Thus while under the Prices of Goods Act prices could 
only be frozen (subject to adjustment for changes in costs), under 
the 1941 act prices could be fixed. Further, the maximum scheduled 
prices had to be posted in each store, so that customers might more 
easily recognize an overcharge. Provision was made for the appoint- 
ment of inspectors to check prices. Services such as laundry, tailoring, 
furniture storage and shoe repairs were brought under control. 


Finally, various common methods of evasion of price control were 
made illegal. 


Table 2: Wage Rates of Manual Wage Earners in 
Great Britain! 


Source: Ministry of Labor and National Service 


Index Numbers, 


End of Year rors 1939 
LOSS cis. gee Ah eres. 2 ce eT. ory PO ee Mee et, ONS. sees 99-100 
1h RE a ate Lee ee Re, Se © Pe 103-104 
SPAT CaM el SLM Shake MRM eat TOT: Ste eS LS Sion be. 3's, 116 
TES ae eS Se. oe ee cee Cee ere 126-127 
ee eR eer A che ameter Mikro aie eee ST ina tees a 182-133 
MES ets 3-6 cha dete eR NG «Seagrass iS ephew Ra as Saale Me 138-139 
SPD fe ORs. 3) «ster Ce case Stay wis HG: bes. a epee Spds 145-146 
Tania le Ne arte se “once ey es TOR Oe ead ee 153 


1Exclusive of changes affecting government employees, domestic servants, shop 
assistants and clerks. They relate to rates of wages for a normal week. 
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trol as well as subsidies for main items in the cost of 
living index assisted in this stabilization effort. 

Earnings, meanwhile, rose to a peak in July, 1944, 
of 82% above October, 1938, while wage rates rose 
53% above the September, 1939, level in 1945. 

The rise in the Ministry of Labor cost of living 
index, however, did not accurately measure the actual 
rise in the cost of living in Britain during this period. 
There are reasons to believe that the index (super- 
seded in 1947) significantly understated the actual 
increase. 

This index was based upon a pattern of consump- 
tion of urban working-class families in 1904. No al- 
lowance was made for changes in the standard of 
living since that date, nor for any changes in con- 
sumption or expenditure during the war period. 

The weighting of the index was based upon the pro- 
portion of expenditures in 1904 going into the various 
categories of the index. Food in this index was given 
a weight of 60%; rent, fuel, and clothing a total 
weight of 36%; and “other items” 4%. 

In 1937-1938, the government made an extensive 
survey of working-class expenditures. The results in- 
dicated that the expenditure pattern had changed 
markedly. Food had dropped from 60% to 40%, and 
“other items” had gone from 4% to 30%: 


Weights of Cost Ministry of Labor's 
ndexz Su 


of Living I roey 
1904 1937-8 
o % 
Rentand rates: 25%: os25). ames 16 13 
Ore ee eee ets, 5 ok eee 8 thtn 
Hood eee: yi eae tn. ee 60 40 
Glothing 3. eee oes es fr 12 9.5 
sO}they Ltems’ weera- sarees ee 4 30 


Subsidies were concentrated on food because of the 
importance of food in the index. It is quite obvious, 
therefore, that since the food component was overly 
weighted and rose only 23% from prewar to 1945, 
the total index undoubtedly rose less than the actual 
rise in over-all prices.t 


MOBILIZATION OF MAN POWER 


Competitive bidding by employers for the limited 
supply of man power, once full employment was ap- 
proached, not only forced wages up and added pres- 
sure to an already inflationary tendency in the econ- 
omy, but also led to a less-than-optimum utilization 
and distribution of the available labor resources. Un- 
der these conditions, man-power mobilization and al- 
location are inevitable. 

Mobilization of man power in Great Britain during 
the war had three main objectives. They were: 


1. To control, supply, and distribute the available la- 
bor resources; 


1Professor R, G. D. Allen, of The Ministry of Labor’s Cost of 
Living Advisory Committee, unofficially estimated the price rise to 
be about 60% during the period 1938 to mid-1947. 


Table 3: Average Weekly Hours of Manual 
Workers in Great Britain 
Source: Ministry of Labor and National Service 


Hours 
a Per Week 

October; 1088. sheds. cee eee ore oe 46.5 
July, 0 b482 4:5 sheet 2 eee ys iset te, pee 50.0 
January, 1044.7. ce 2a na oa ence cee ete 49.2 
July [1944.0%,.06.,. doa ED Se Cae ae 48.6 
January 1945),. jrakis - eis onde Mraon lack dee tid te ae 47.0 
Duly, TORS: opie ayarleces aly ht ie ere ee Ree eet 47.4 
January: UUs teas an ome eee oa at g eek eee 45.8 


Table 4: Cost of Living Index for Great Britain 
Source: Ministry of Labor and National Service 
September 1, 1939=100 


Year All Items Food Clothing 
IM heeomao ae 101 102 100 
VOSS ae. 102 102 103 
1940 see, eo be. 119 119 137 
OAT Shr. oe 128 122 177 
194 eta ot 129 117 192 
1943. 2551-5 128 120 169 
LOA So erect 130 122 166 
Me es Ae 131 123 167 


2. To secure the most effective use of labor, especially 
the highly skilled and heavy male labor and mobile 
female labor; 


3. To increase the available supply of labor. 


As in Canada, the demand for labor in the expand- 
ing war industries was at first met by a substantial 
pool of unemployed. In addition to the unemployed, 
labor was at first drawn from less essential industries 
and from other reserves of man power which could be 
easily tapped. Despite the general trend toward re- 
covery during the late Thirties and the relatively 
large government expenditures for rearmament in 
1939, there were, in June of 1939, still 1,270,000 in- 
sured persons registered as unemployed in Great Brit- 
ain. This was roughly equivalent to about 8% of all 
workers covered.1 By mid-1943, these unemployed 
had dropped to less than 100,000. Average hours 
worked per week increased from 46.5 in October, 
1938, to 50 in mid-1943. 

After the fall of France in May, 1940, threatened 
invasion sharply increased the demands on labor. It 
was necessary to formulate and put into operation a 
long-term plan using the whole of the nation’s labor 
force in what appeared to be a long struggle. 


LEGISLATION 


On May 22, 1940, the Emergency Power (Defense) 
Act of 1940 was passed extending the powers con- 


1The working-age population (males, 14-64 years and females, 
14-59 years excluding indoor private domestic service) totaled 
19,750,000 at mid-1939, of which 17,920,000 were employed in indus- 
try and slightly less than 15.7 million were registered as insured under 
the Employment-Insurance Act. 
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ferred by the Emergency Power (Defense) Act of 
1939 to include “provision for requiring persons to 
place themselves, their services and their property at 
the disposal of His Majesty.” 

Regulation 58-A of the same date gave the govern- 
ment power to direct men and women to particular 
employment. It also laid the groundwork for regulat- 
ing the hiring of workers, transferring workers from 
less essential to more essential industries, and initiat- 
ing a registration of citizens. 

In early 1940, the first steps were also taken to 
prevent the indiscriminate movement of labor in im- 
portant war industries and the poaching of labor by 
inducements, such as bonuses and higher wages. This 
order required that all hiring in certain industries, 


1Engineering and building, civil engineering contracting, and later, 
electrical installation. After March, 1941, this was extended to 
include shipbuilding and ship repairing, coal mining, the merchant 
navy, port transport, trawler fishing and agriculture (Scotland). 


Table 5: Distribution of Man Power! in 
Great Britain 
Source: Ministry of Labor and National Service 


In Thousands 
Total? 
June June June June 
1945 1943 1941 1939 
Armed Forces and Women’s Au- d 
xiliary Services............... 5,090 | 4,757 | 3,383 480 
Civil Defense, National Fire Serv- 
RCRIATIO TE OLICE eis. tars: + Chevasale a. ¢ 127 323 383 80 
Industry: 
Group I 
Metal industries.............. 3,900 | 4,660 | 3,754 | 2,812 
Chemical industries........... 446 573 486 294 
Group II 
Agriculture, horticulture, fish- 

PUM TCEC IE Lohacs S om eee ae 1,041 1,047 981 950 
Mining, quarrying............ 799 818 820 873 
National Government Service. . 994 986 808 539 
Local Government Service..... 909 800 828 846 
Gas, water, electricity supply..| 196 200 Q14 242 
Transport, shipping........... 1,252 | 1,176 | 1,194 | 1,233 

Total, Group. ID............ 5,191 | 5,027 | 4,845 | 4,683 
Group III 
Food, drink, tobacco.......... 518 519 597 654 
Textiles... Wiviir cx in Be. 5 634 669 871 | 1,002 
Clothing. . Pee gee Sus SPR and inl 371 381 522 587 
Boots and shoes.............. 110 112 152 165 
Other manufactures........... 841 832 | 1,015 | 1,301 
Building and civil engineering. . 7122 726 | 1,043 | 1,310 
Distributive trades............| 1,958 | 2,009 | 2,332 | 2,887 
Other services................ 1,598 | 1,613 | 1,751 | 2,225 
‘Eotal, Group Tok)... . 6,752 | 6,861 | 8,283 | 10,131 
Total Employed in Industry..... 16,289 | 17,121 | 17,368 | 17,920 
Total Forces, Civil Defense and 
SR OLN ease gine d ig on ares ce 21,506 | 22,201 | 21,134 | 18,480 


Registered Insured Unemployed 

and Ex-Members of His Majesty’s 

Forces who had not yet taken up 

BMOMNON Gs cncrg eae toe sc ac 143 80 230 | 1,270 
Total Working Population (ex- 

cluding indoor private domestic 

CAS SED Pe 2 a eee 21,649 | 22,281 | 21,364 ! 19,750 

A a bape - loyers and workers on their own account, as well as employees. 


‘ourteen to sixty-four; females fourteen to fifty-nine, includes women 
in coerce, pee employment, two being counted as one unit. 


with minor exceptions, must be made through gov- 
ernment employment exchanges or through trade 
unions approved for that purpose. Advertising for 
workers in those industries became illegal. Agricul- 
tural workers and coal miners were frozen to their 
industry to stop the drift of labor into the more highly 
remunerative industries. 

In July, 1940, professional engineers and scientists 
became the first of twelve specially skilled groups? 
who were required to register in order that the where- 
abouts of those employed in less essential industries 
might be determined as a first step to insuring that 
full use was made of their skill. 


FURTHER STEPS 


Early in 1941, the government undertook even 
greater measures of control. Essential Work Orders 
were formulated and put into effect as of March 
5, 1941. Essential industries were listed where the 
employer’s freedom to discharge and the employee’s 
freedom to quit were restricted. Permission of the 
national service officer was required in both cases 
and one week’s notice had to be given. Both em- 
ployer and employee retained the right of appeal to 
a local appeal board. 

A guaranteed weekly wage for timeworkers and a 
guaranteed daily wage for pieceworkers were required 
of all employers whose undertaking was “scheduled.” 
This guarantee applied only to employees who were 
willing to perform alternative work when work was 
not available in their usual occupations. The orders 
also had provisions for punishing absenteeism and 
consistent lateness. 

The essential work orders were extended to cover 
144 industries. In December, 1943, a total of 8,576,- 
000 workers were covered. Between 1941 and mid- 
1945, there were 8,726,000 applications for leave, dis- 
charge or transfer. Of this number, 7,335,000 were 


11940: July—professional engineers and scientists; August— 
skilled workers in the engineering industry, including aircraft manu- 
facture, chemists, physicists, and quantity surveyors. 

1941: March—shipbuilders; May—marine engineers, merchant 
seamen; July—coal miners. 

1943: March—certain classes of male engineers; April—nurses 
and midwives; September-October—women cotton operatives. 

1944: December—jute and flax workers. 

1945: June—building and civil engineering workers. 


Table 6: Wholesale Prices in Great Britain 
Source: Board of Trade 
1938 =100 


342 THE CONFERENCE BOARD 


August, 1949 


granted; 414,600 appeals were made to these decisions. 

By mid-1941, reserves of men had been exhausted 
and it became increasingly necessary to rely on 
women in industry. From April, 1941 on, a compre- 
hensive registration by age classes was made of all 
women, and men above military age. Registration 
was the basis of a system of interviews and, if 
necessary, directed transfers to work of more im- 
portance. A vast system of man-power transfers 
was worked out, in which men and mobile women 
were transferred from surplus areas to areas where 
there was an acute man-power shortage. Those em- 
ployed in less essential industries were transferred to 
war industries and services where they were urgently 
needed. These comprehensive powers of direction to 
work were used with great discretion. Normally a 
worker was not directed to employment except as the 
last resort. 


EVALUATING THE RESULTS 


Average weekly earnings increased about 80% in 
Great Britain from October, 1938, through July, 
1945, compared with a rise of 52%, from 1939 through 
1945, in Canada and 86% in the United States. 

Weekly earnings are affected not only by changes 
in average hourly earnings for the various industries, 
but also by a shift of workers from industry to in- 
dustry. 

Industries in Great Britain which had compara- 
tively high average earnings, especially hourly earn- 
ings, previous to the war expanded to a greater ex- 
tent than did the industries with low earnings. Elim- 
inating the effect of interindustry shifts by assuming 
a constant employment pattern during the period 
and weighting both nations by United States em- 
ployment weights have eliminated, as far as prac- 
ticable, the effects of differences in composition of 
employment in the two countries. A study of ad- 
justed figures for comparable industries in Great 
Britain and the United States from 1938 through 
19431! indicates that the similarity in increase over 
this period in average weekly earnings is owing to the 
following factors. The average work week in Great 
Britain before the war was much longer than in the 
United States. Larger increases in hours in the 
United States during the war, however, reduced the 
difference in hours to small proportions, especially in 
war industries. 

Hourly earnings increased significantly more in 
Great Britain than in the United States. The com- 
bined effect however, of a smaller increase in hours 
in Great Britain and a larger increase in hourly earn- 
ings was to produce a similarity in the rise of average 
weekly earnings. 

The percentage increases from October, 1938, to 


“Wartime Hours and Earnings in the United States and in 
Great Britain,” Monthly Labor Review, July, 1944, p. 153. 


July, 1943, in thirty-nine comparable industries us- 
ing constant weights were: 
United States United Kingdom 


Hourly earnings); :*..-- 2 gasenee 34.6% 50.7% 
Hours per sweeki,s 5c wivicesastt-§ 16.1 6.9 
Weekly earnings,....:...0..¢:.soneuer soe 58.3 61.4 


In evaluating the relative success or failure of 
Britain’s stabilization efforts, a number of considera- 
tions must be kept in view which worked for and 
against effective stabilization. 

Dislocations within the economy tend to be greater 
or less in relation to the available resources. Britain’s 
success in stabilization must be measured with this 
in mind. Britain entered the war with greater em- 
ployment of her man power than either the United 
States or Canada and therefore had less to draw 
upon for expansion. 

Britain’s mobilization was almost complete. Be- 
tween mid-1939, and mid-1943, the time when mo- 
bilization had almost reached its peak, the total in 
the armed forces and industry increased 3.7 million, 
or 20%. 

From 57.6% of the total “working age”! popula- 
tion in 1939, those working or in the armed forces 
increased to almost 70% in 1943. 

At its maximum, the comparable mobilization in 
Canada was 57% of the population fourteen years 
and over; in the United States it was 64%. From 
mid-1939 to mid-1943, the armed forces in Great 
Britain gained 4.3 million, Civil Defense Services 
243 thousand, the munitions industries 2.1 million. 
The sources for this man power were building and 
civil engineering, the distributive trades, manufac- 
turing industries mainly serving civilian needs, and 
miscellaneous industries and services—2,998,000; non- 
industrial—2,608,000; and unemployed—1,233,000. 

Both Canada and the United States had a growing 
population and a concomitant natural growth in the 
labor force to draw upon for expansion. Since this 
was not true to as great an extent in Great Britain, 
that country was forced to use her labor force more 
intensively than either of the other countries. In 
June, 1944, approximately one third of the British 
labor force was occupied in the production of mu- 
nitions or in civilian war work. The comparable pro- 
portion in Canada and the United States was one 
fourth. 

Great Britain, on the other hand, had a strong aid 
to stabilization in the tremendous patriotic fervor 
of a people whose country was on the verge of being 
invaded. This was especially true in the days imme- 
diately following the evacuation of Dunkirk (June 
4, 1940). Despite the lack of formal wage control, 
the mechanism of tacit agreements between industry 
and unions worked with at least reasonable effective- 


1Males aged fourteen to sixty-four, and females aged fourteen to 
fifty-nine. 
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ness. Strikes did not hinder the war effort to any 
significant degree. 

Britain’s relative success in indirectly stabilizing 
wages may in summary, be partly explained by the 
following facts: 


1. Effective stabilization of the cost of living index 
through the use of price controls and subsidies. 


2. A thorough system of rationing. 
3. A highly developed system of employer-union 


Advertising—Back 


OTAL advertising expenditures in 1948 aggre- 

gated $4.8 billion, an all-time peak and 144% 
above the prewar year 1939. National advertising ac- 
counted for 57% of the total and the remainder was 
spent on local advertising.1 Each of the individual 
media also attained record proportions in 1948. (See 
table.) 

Advertising expenditures thus far this year are con- 
tinuing at a high level. National advertising expen- 
ditures for five major media—magazines, newspapers, 
radio, outdoor, and business papers—for January 
through June, 1949, were up 6.6% from the same 
period last year. Newspapers enjoyed the greatest 
increase (19.0%), while magazines and business pa- 
pers registered rises of 0.3% and 4.3%, respectively. 
These increments reflect both greater volume and 
slightly higher rates. Expenditures for outdoor and 
radio advertising declined 2.3% and 0.8%, respec- 
tively, from the first half of 1948.7 

While total advertising expenditures rose 13.4% 
from 1947 to 1948, the two media that demonstrated 
the greatest percentage increase over the one-year 
period were direct mail, which rose 19.0%, and news- 
papers which showed an 18.6% rise. Advertising ex- 
penditures in 1948 for each of the media were at least 
double the prewar figures. (See table.) 


ADVERTISING COSTS 


In contrast with the general upward spiral of 
prices since before the war in most segments of the 
economy, costs of advertising are slightly lower than 
they were in the 1935-1939 period. For example, in 
1948 the cost per page per thousand circulation of 
magazines was 6.5% below the 1935-1939 average, the 
milline rate* of newspapers was down 3.8%, radio 


1National advertising refers to advertising of products which have 
national distribution. Local advertising is that advertising which is 
directed to a local audience, i.e. retail trade, banks, etc. 

2Printers’ Ink index; McCann-Erickson, Inc. 

3Linage rate corrected for circulation volume. 


bargaining which permitted the effective use of tacit 
agreements between labor and management. 

4. Britain was a small nation on the verge of in- 
vasion. Appeal to patriotism on the part of labor 
was, under the circumstances, effective in restraining 
demands for wage increases. 


Martin STouuer 
JoserH S. ZEISEL 
Division of Business Economics 


to Prewar Behavior? 


time per thousand radio homes was down 18.9%, 
and the cost per page per thousand circulation of 
farm publications increased 7.4%.1 Hence, while ac- 
tual page, line, and time rates have risen above the 
1935-1939 average, the cost today of reaching a 
thousand potential buyers via most advertising media 
is somewhat less than the average cost in the prewar 
period 1935-1939. 


ADVERTISING AND BUSINESS ACTIVITY 


Advertising expenditures correlate very closely 
with general business activity. They bear a close 
relationship with national income, industrial produc- 
tion, personal consumption expenditures,” and retail 
sales. Since the bulk of advertising is directed to- 

1From unpublished data compiled by McCann-Erickson, Inc. 

*Personal consumption expenditures include expenditures for food 
and tobacco, clothing, accessories, jewelry, personal care, housing, 
household operation, medical care and death expenses, personal 


business, transportation, recreation, private education and research, 
religious and welfare activities, and foreign travel. 


Chart 1: Total Advertising Expenditures and 
Personal Consumption Expenditures 


Sources: Department of Commerce; Printers’ Ink; 
McCann-Erickson, Inc. 


Billions of Dollars 


TOTAL ADVERTISING 


NOTE: LINE OF REGRESSION WAS FITTED 
TO DATA FOR 1932-1941, 1947, (948. 
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Chart 2: Advertising Expenditures, by Media ward the sale of consumers’ goods and services per- 
Sources: Printers’ Ink; McCann-Erickson, Inc. sonal consumption expenditures are probably one of 
1948 the most apposite series to correlate with advertising 

$ 4,831 MILLION =100% expenditures. 


The scatter in Chart 1 reveals a consistent rela- 
tionship between advertising and personal consump- 
tion expenditures for the years 1932-1941, 1947, and 
1948. For every shift of $40 billion in personal con- 
sumption expenditures there was an accompanying 

A. shift of $1 billion in advertising expenditures. The 
war years and 1946 fall below the line of average 
36.2% relationship. Some of the major reasons for the de- 


Litt viation probabl h 
& probably were the paper shortage, the lack of 
FeRPeES z 8 CD = , a selling problem owing to the vigorous demand for 


H, 
MISCELLANEOUS 
21.0% 


OUTDOOR 


-a%atetetet 


RRR ; most goods and substantial curtailment of production 
: in durable consumer goods lines. 


Chart 3: Advertising Expenditures for Four Major 
Media and Personal Consumption Expenditures 


Sources: Department of Commerce; Bureau of Labor Statistics; 
Printers’ Ink; McCann-Erickson, Inc. 


PAPERS Billions of Constant Dollars 


0.4% 


1935-39 AVERAGE 
$1,910 MILLION=100% 


ADVERTISING 


NOTE: LINE OF REGRESSION WAS 
FITTED TO DATA FOR 1935-1946. 


"50 60 70 80 90 100 Tho 
PERSONAL CONSUMPTION 

Note: Total advertising expenditures for newspapers, magazines, radio, and farm 

publications expressed in 1935-1939 costs. Expenditures for newspaper advertising 

adjusted to the 1935-1939 milline rate; magazines and farm publications adjusted to 

1935-1939 cost per per thousand circulation; and radio time in 1935-1939 cost 

per thousand radio homes. Personal consumption expenditures in 1935-1939 dollars. 


ADVERTISING EXPENDITURES 
Sources: Printers’ Ink; McCann-Erickson, Inc. 
Millions of Dollars 


Year Newspapers Radio Magazines Total 

LOB i cste sxe eearg eahsse Wisrehe me ieee e 762.1 119.4 136.3 6 1,690.0 
ROSG soos bree ae ate nee ae 843.5 132.1 162.0 4 1,902.4 
BOSC ic; atecevsrs, rere TRESS ac ees teeta 872.6 177.5 192.5 ea 2,071.7 
LOSES Poe fac eeu ore ee tee etree 782.4 180.5 168.7 8 1,904.0 
OSD). sos ectiee a cits ca trn ter ee 793.0 199.3 180.1 0 1,980.4 
LOMO Ae. a Ao ee 815.4 235.0 197.7 8 2,087.6 
DA sickens ticc cers, cons ornate mea toe 844.4 271.2 213.6 aif, 2,235.7 
OSG oso ctao Schell, seer meena totes 797.5 290.0 198.7 2 2,156.1 
O48: soe advent se hae a aetenoe 899.9 $44.5 274.9 8 2,496.4 
OAS. sta tae aisiaas santa eters 888.0 435.8 823.6 6 2,723.6 
MOMS reyes coe cae care rete cet tere 921.4 467.7 $64.5 8 2,874.5 
Otc MODEL once nee ee 1,158.3 495.8 426.5 9 3,364.2 
GOT OmE eT 6 ns nk eee in eins ese aa ts 1,475.0 555.2 492.9 6 4,259.7 
DANS cores ate eit oon: asa aon baths a 1,749.6 596.9 512.7 4 4,830.7 
of anche ek pee ee 18.6 7.5 4.0 6 13.4 

7 change from 1935-39 aver. to1948] 115.8 268.9 205.4 825.0 153.0 
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When advertising expenditures and personal con- 
sumption expenditures are placed on a constant dollar 
basis the scatter takes on quite a different configur- 
ation of points from that found when the two series 
are plotted in current dollars. Chart 3 depicts the 
relationship between aggregate advertising expendi- 
tures of four major media (newspapers, magazines, 
radio, and farm publications) expressed in 1935- 
1939 advertising cost per page per thousand circu- 
lation for magazine and farm publications, the 1935- 
1939 milline rate for newspapers and the 1935-1939 
time rate per thousand radio homes for radio and 
personal consumption expenditures in 1935-1939 dol- 
lars... This chart shows a strikingly close correlation 
between advertising and personal consumption for 
the years 1935 through 1946. 


Personal consumption expenditures deflated by the BLS con- 
sumers’ price index. 
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Another noteworthy observation is that 1947 and 
1948 stand significantly above the regression line. 
This can be explained in large measure by the return 
of aggressive selling, the greater availability of 
goods and by the fact that the easing of the paper 
shortage made available more advertising space. 

In summation, it appears that advertising expendi- 
tures! in 1947 and 1948 have returned to the same 
relationship to personal consumption expenditures? 
as they had in the prewar years. When the two series 
are corrected to show physical volume, advertising, 
in relation to personal consumption of goods and 
services, was at a higher level in 1947 and 1948 than 
in either the prewar or war period. 


Suirtey S. HorrMan 
Division of Business Economics 


1Tn current dollars. 


Trends in Consumers’ Prices 


ONSUMERS’ prices rose 0.1% from mid-May to 
mid-June. THe ConrereNnce Boarn’s index stood 
at 161.6 on June 15. The increase reflects higher food, 
fuel and sundries prices. These rises were partly off- 
set by lower prices for clothing and housefurnishings. 
After dipping slightly last month, food prices re- 
sumed their upward trend of the past few months. The 
food average is still 5.7% below the level of a year 
ago. Major price increases were noted for round steak, 
rib roast, pork chops, lamb, eggs, oranges, sugar 
and lard. The declines for the month were for flour, 
fresh fish, fresh milk, butter, lettuce, canned peas, 
canned tomatoes and chickens. 


FUEL AND SUNDRIES UP 


Higher prices reported for gasoline and drugs and 
the annual adjustment for automobile licenses and 
taxes moved the sundries index up 0.1% in mid-June. 
Fuel also showed a slight rise in June, with anthra- 
cite and bituminous coal reflecting the recent cut in 
production. 


CLOTHING COSTS LESS 


A decline of 1.6% in clothing prices was recorded in 
June. Clothing prices have declined almost without a 
break since the spring of 1948, bringing a drop of 6.7% 
in the family clothing bill as compared with a year 
ago. Men’s suits and shoes showed price reductions in 
June, along with women’s street dresses, Nylon hose, 


SMALL DECLINE IN JULY 


Preliminary data indicate that consumers’ prices 
for July will show a decline of 0.2%. Tue Conrer- 
ENCE Boarp’s index is 161.2 (preliminary). Estimates 
for the month are: food down 0.3%, clothing 0.7%, 
fuel 0.2%, housefurnishings 1.8%, and sundries no 
change. These data are based on completed reports 
for selected cities. 


slips and dress shoes. Cotton clothing prices remained 
at their level of a month earlier, interrupting the re- 
cent downward trend in that line. 


HOUSEFURNISHINGS CONTINUE DROP 


For the eighth consecutive month, housefurnishings’ 
prices showed a decline in mid-June. Declining 0.8%, 
the index now stands at 150.6, or 3.5% below a year 
ago. Refrigerators cost less in mid-June, reflecting 
recent cuts by major manufacturers. Tailored curtains 
and sheets were also reported lower this month. 

The purchasing value of the consumer’s dollar re- 
mained at 61.9 cents in mid-June (January, 1939=100 
cents). This is an increase of 1.8% over mid-June, 
1948. 

Laurence D,. Dr Troupe 
Sumeiey Fass 
Statistical Division 
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Weekly Earnings Up in June 


SLIGHT employment rise in June broke a 
downward trend that had persisted for eight 
successive months. A total of 15,000 production 
workers was added in that month, according to pre- 
liminary estimates of the Bureau of Labor Statistics, 
bringing an increase of 0.1% in the index. This num- 
ber of net hirings, of course, barely made a dent in 
unemployment, which has been on the increase since 
October, 1948. 

The automobile industry employed 7.1% more 
workers in June, as a result of settlement of labor 
grievances which had hampered production in May. 
This one industry accounted for most of the May- 


Production Worker Employment and Weekly 
Pay Rolls, All Manufacturing Industries 


Source: Bureau of Labor Statistics 
Index Numbers: 1939=100 


0 
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to-June increase. Actually, the pattern in the durable 
goods industries was generally one of increased sepa- 
rations while nondurable goods producers reported 
more workers on their pay rolls over the month. 
Food manufactures picked up seasonally. Leather 
goods production was also expanded in anticipation 
of the fall market. 


WEEKLY PAY GREATER 


Average weekly earnings of production workers 
rose 1.6% in June, mostly because of longer working 
hours. Much of this increase took place in durable 
goods industries, in which the pay envelope averaged 
$57.57. This average was heavily influenced by a 
jump of 5.2% in the earnings of automobile workers. 
Longer hours in the automotive industry were mainly 
responsible for a rise in average hours from 37.7 in 
May (a low because of strike activities) to 39.7 in 
June. 

Working hours in all manufacturing averaged 38.9, 
according to the bureau’s preliminary June survey, 
with the longer hours occurring in the durable goods 
group. All durable industries exceeded weeks of thirty- 
eight hours; of the nondurable goods industries, 40% 
had weeks averaging between thirty-four and thirty- 
eight hours. 

A year ago, the work week was slightly more than 
forty hours for all production workers combined. 

ExizasetH M. CAsELui 
Statistical Division 


EARNINGS, HOURS, EMPLOYMENT, PAY ROLLS, PRODUCTION WORKERS, MANUFACTURING INDUSTRIES 
; Source: Bureau of Labor Statistics 


All Manufacturing Industries 


Durable Goods 


Nondurable Goods 


$1. $54.81 40.1} $1. . : 
1.385 56.13 40.5 1,242 49.37 39.8 
1.407 56.21 40.0 1.252 49.49 39.5 
1.431 58.19 40.7 1.262 49.79 39.5 
1.448 57.95 40.0 1.272 50.37 39.6 
1.452 59.41 40.9 1.271 49.70 89.1 
1.454 58.71 40.4 1,282 50.18 39.1 
1.456 59.23 40.7 1.287 50.52 39.3 
1.401 56.76 40.5 1.247 49.34 39.6 
1.460 58.69 40.2 1.293 50.04 38.7 
1.459 58.21 39.9 1.289 50.01 38.8 
1.455r) 57.37 39.4 1.2877) 49.68r 38.6 
1.457r| 56.82r 39.0 1.285r| 48.32r 37.6 
1.457 56.82 39.0 1.286 49.00 38.1 
1.465 57.57 39.3 1.291 49.57 38.4 


Date 
Avera; 
Hour Wee! 
Earnings Earnings 

1948° May. Gates ace. $1.301 | $51.86 39.9 
Fume Anche ds sok 1.316 52.85 40.2 
LI ee at 1.332 52.95 $9.8 
Augost:...Ssfcses 2 1.349 54.05 40.1 
September........ 1.362 54.19 89.8 
October <4 coe Fk 1.366 54.65 40.0 
November 1.372 54.56 39.8 
December........ 1.376 55.01 40.0 
Annual average..| 1.327 63.15 40.1 
1949 January.......... 1.380 54.51 39.5 
February......... T3877 54.12 39.3 
March, 52603. .¥s 1.874 53.59 39.0 

re ene 1.8747] 52.62r 

DAY atay thaws e 1.873 52.86 ‘ 

PUN Pipa cite neces 1.380 53.68 ; 

rRevised 


pPreliminary estimate, 
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Note on Post-peak Price Changes 


HOLESALE prices have shown considerable 

change since last summer, when the all-com- 
modities index was at an all-time high. According to 
BLS estimates, the latest weekly index (week end- 
ing August 16) is 10.5% below the average for August, 
1948. 

Although average prices declined 9% over the 
ten-month period ended in June, changes among the 
subgroups varied greatly (see chart). The largest 
decreases were recorded by chemicals and _ allied 
products (notably, oils and fats which are character- 
ized by wide fluctuations), nonferrous metals, dairy 
products, meats, farm products, hides and skins, cot- 
ton goods, and lumber. Most of these items were 
among the leaders in the price rise from 1939 to No- 
vember, 1947.1 

Despite a 6% drop in the wholesale price of fruits 
and vegetables in June, a sizable increase since Au- 


ISee The Business Record, February, 1948, p. 58, for a description 
of the price changes through November, 1947. 


Wholesale Prices, Selected Commodities 


Sources: Bureau of Labor Statistics; Tor ConrerENcE Boarp 
Index Numbers: 1926=100 


June, 1949 1947 
Item Per Cent 
Computed | Actual |Deviation|Deviation 

Value from 

Trend? 

PUMEOMMIMIOGILICS ance ee cate san00} o5. 0h P54 Aa ge te | ode 
UL GP lecqet ote nee dey lie 152.6 162.4 | +6.4] +12.7 
Cereal products.............| 183.9a 145.6 | +8.7 | +17.2 
Dairy products............. 163.6 145.5 | -11.1 0.6 
Farm products. 6...02).0%.. 0: . 183.9 168.5 | -8.4 +0.7 
OI Se ee ne 185.9 154.9 | -16.7 | +14.7 
Textile products............. 174.5 139.2 | -20.2| -17.3 
Wotton goods. 15...) 635. ...[ 181.2 169.7 -6.3 | +11.9 
BPC ICLST TAO ihers. «ARE oss <p CE 143. 1a 145.6 | +1.7 4.4 
Hosiery and underwear...... 119.9a,b] 99.6 | -16.9 | -15.4 
Building materials........... 138.6 191.4 |+38.1 | +31.2 
Paint and paint materials....| 140.4 153.6 | +9.4] +20.1 
et eeneh taleee es &. See 132.9 160.8 |+21.0 +6.1 
AVIDEL ee 5 isicchasaeute ste 222 7b 280.8 |}+26.1 | +28.0 
and leather ie 152.3 178.8 |+17.4 | +20.1 
Shoes. . i -| 158.16 184.1 }+16.4 ] +13.2 
Hides and skins. . be e556 186.0 | -13.7 -1.1 
Leather. . 171.2 177.1 | +3.4] 411.9 
Chemicals and allied Products. 139.9a | 116.8 | -16.5 ~7.6 
Chemicals. .... : 129.3 116.9 | -9.6 —7 2 
Fertilizer material. ba Sarat 171.0 117.4 | -31.3 |] -37.2 
BONIS ON TH, osc 6 wee o yee os 203 .9a 116.9 | -42.7 -5.4 
Nonferrous metals........... 158.1 128.7 | -18.6 -9.1 
Tron and steel............... 139.5 164.8 |+18.1 =$)/2 
Petroleum and products. ..... 122.66 | 110.4] -10.0] -27.2 
Paper and pulb..........-.... 187.8 159.6 |+15.8 | +13.4 
Plumbing and heating........]| 143.8a@ | 155.0] +7.8] -11.5 
Furnishings................. 137.4 | 151.01 +9.9| +0.6 


iBased on the average relationship between prices for the specified groups of 
commodities and the movement of the all-commodity index. Except where noted, 
the relationships were based on the years, 1921-1941. 

2A verage of the first eleven months. 

aThe relationship was on the years 1926-1941. 

bTime trend has also been taken into consideration. 


gust, 1948, is still shown for this group as well as for 
farm machinery. The housefurnishing goods index 
remained virtually unchanged as a result of a de- 
crease in furniture prices corresponding to an increase 
of similar size in furnishings. 

Selected commodity wholesale price indexes were 
related to the total wholesale price index for the 
years 1921-1941 in a study published in the Febru- 
ary, 1948, Business Record. A “line of regression,” 
representing a generalized law of relationship be- 
tween the average of all wholesale prices and the av- 
erage price of the particular commodity under con- 
sideration, was fitted to each series. By applying the 


Percentage Change, Wholesale Prices of Selected 
Commodities, August, 1948, to June, 1949 


Source: Bureau of Labor Statistics 
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formula for the line of regression, the “computed 
values” shown in the first column of the table were 
obtained. The data in the third column indicate 
whether any of the current prices are above or below 
what might be expected of them on the basis of the 
relationship for the years 1921-1941. The last col- 
umn gives data from the earlier study on 1947 prices. 

In 1947, prices of cereal products, grains, paint and 
paint materials, lumber, shoes, and paper and pulp 
were at least 13% greater than expected on the basis 
of the prewar relationships. Of these, lumber, shoes, 
and paper and pulp prices have maintained their rela- 
tive positions above the trend line. Prices of paint 


and paint materials and cereal products are still 
above “normal,” but their percentage deviations have 
lessened. Prices of grains are now lagging 17% below 
the trend line. 

As in the earlier period, current prices of hosiery 
and underwear, chemicals, fertilizer materials, non- 
ferrous metals, and petroleum and products have 
held their positions below the line of regression. 
Plumbing and heating prices and those of iron and 
steel have shifted to the positive from their negative 
positions in 1947. 

Anita R. Koprretson 
Division of Business Economics 


Economic Notes 


Full of ‘*Virtue Words” 


“Tt is not easy, of course, to appraise a program relying 
as heavily as does the Economic Report of the President 
on virtue words. The report abounds in statements that 
the government must take ‘proper’ action, make ‘wise’ and 
‘needed’ economic adjustments, adopt ‘salutary’ policies, 
et cetera. No one can disagree with the purpose of pro- 
grams so stated, or even with the programs themselves 
where they are not spelled out in greater detail. But such 
statements beg the questions with which we are concerned 
and do not help us to any clear solution. They presuppose 
easy, ‘right’ answers, upon which, of course, everyone is 
supposed to agree, both as to means and as to ends. If such 
words admitted that they are only an expression of hopes, 
there would be no harm, but experience in other countries, 
as well as our own, teaches that such words often have a 
propaganda purpose in the hands of those who used them, 
designed to discredit anyone who may disagree. The only 
‘wise’ decisions are those which the speaker makes. The 
only ‘proper’ action, the only ‘adequate’ steps, are those 
which the proponent himself takes without even suggesting 
or admitting that there is any other remedy. Adjustments 
‘needed’ and the order of priority assigned to them, are 
inevitably limited to the desires and vision of their ad- 
vocates.”—Source: Joint Economic Report, “Minority 
Views of the Joint Committee on the Economic Report on 
the January, 1949, Economic Report of the President.” Gov- 
ernment Printing Office, Washington, 1949, page 4. 


Comparing Food Budget Increases 


Paradoxically, the more economical the food budget the more 
its cost had risen since prewar years. The price of sirloin steak 
had risen 160%, but bottom round had increased 208% and ham- 
burger 277%. Not all inexpensive food items had increased more 
in price than the relatively luxury items, but the net result of 


differential price increases is shown in the fact that the adequate 
low-cost diet cost 180% more in September, 1948, than in the 
base period March, 1939, 1940 and 1941, whereas the executive’s 
food allowance cost only 110% more. Part of this difference was 
due to greater price rises in stores in the wage-earner districts than 
in stores in more expensive residential areas. For example, apple 
prices had risen 103% in the sample of stores used for the execu- 
tive and 129% in stores used for the wage earner. Similar contrasts 
were 74% and 84% increases in sugar prices and 98% and 128% 
increases in coffee prices in the two districts. Again, this difference 
did not hold true for all items. It was much less evident in the 
prices of meat and vegetables. But, in general, the inflationary 
rise in food prices affected most severely the groups who spent 
least for food. 


“The above is true when changes in costs are measured in 
terms of percentage increases. However, as the following 
table indicates, the actual dollars-and-cents increase de- 
clined as the budget became more modest. The executive’s 
meals at home cost $15.40 a week more in San Francisco 
in September, 1948, than prewar, whereas the adequate 
low-cost diet increased $11.28.” 


Weekly Cost of Food for Meals at Home, San Francisco, 
Family of Four 


Source: The Heller Committee for Research in Social Economics, 
niversity of California 


1 
Date Executive eae Bide al on 
Worker Diet 
Average—March, 1939-1941.| $13.93 | $10.88 | $11.30 | $ 8.66 
September, 1948.......... 29.33 24.65 | 25.49 19.94 
Increase in costs, March, 1939- 
1941 to September, 1948 
Actualicas : Sas eeeiaee 15.40 IS N7, 14.19 11.28 
Per cent. 2.5308 ees 110.5% |126.5% |125.5% |130.8% 


“Food for Four Income Levels, Prices for San Francisco, 
September, 1948,” by Ruth Okey and Mary Gorringe Luck, 
issued by The Heller Committee for Research in Social 
Economics, University of California, Berkeley, California, 
DP. 4. 


